GYPSUM
BACKGROUND

On April 4, 2005, Governor Sanford and officials with Santee Cooper and Georgetown
County announced a major economic development initiative with American Gypsum
Company to build a wallboard plant in Georgetown County. The plant will be built next
to the Winyah Generating Station. Santee Cooper's coal-fired plants at Cross and
Winyah which generate a synthetic gypsum byproduct as a result of using scrubbing
technology to reduce sulfur dioxide emissions. American Gypsum will use this gypsum
and excess steam produced by the power plants to produce wallboard.

Over the past 5 years, Santee Cooper was contacted off and on by wallboard
manufacturers about Santee Cooper’s gypsum byproduct, which it first began producing
in 1999. Untl recently, the wallboard manufacturers were not offering to purchase the
gypsum, but only to take it off Santee Cooper’s hands, either for Santee Cooper to pay
them to take it or to simply to remove it from Santee Cooper’s property. In 2003, Santee
Cooper sent a request for bids to a number of wallboard manufacturers to sell the
gypsum, but the bids were not acceptable. In March and May of 2004, more interest was
expressed in the gypsum.

%/6/04 5:02 p.m.: Email from Dan Salisbury, Director of Real Estate at USG
Corporation to Richard Coen. “As discussed please note the following
e-mail sent today to Secretary Bob Faith.” Email to Bob Faith from
Dominic A. Dannessa. “USG strongly feels that our proposal . .
provides the best overall economic development value to the State . .
the community . . .and the best value, with lowest risk to Santee
Cooper. . . .I thought it would be helpful to send you a copy of our first
proposal to Santee Cooper. . . .The negotiating process with Santee
Cooper had no formal written structure and was not typical for a
project of this size. We are accustomed to negotiating a letter of intent
that provides a framework to complete negotiations and to perform the
appropriate due diligence. .. ."”

8/6/04 6:20 p.m.: Email from Richard Coen. “Bill and John, Please email me
or overnite me everything you have on the proposed gypsum plant and
sale of raw material. . . .Do not make any commitments to anyone
without the full board’s approval.”

R/9/04 10:17 A.M.: Email from Lonnie Carter to Richard Coen. “You may
recall at the July Board meeting that Bill gave a brief report on where
we were with the negotiations. We reported that the negotiations were
at the point where Santee Cooper needed to sign within a few days an
exclusive letter of intent with one of the prospects. . . .DOC has been
involved in the discussions and indicates that it has no preference over
the two prospects. From the state’s prospective, both are equal. . .
Since there is no preference by the DOC, Santee Cooper has signed a
letter of intent with the prospect that gave us the best price for our




gypsum. . . .Graham and [ each received a call on Friday from Scott
English in the Governor's Office regarding a call from the prospect
that didn’t get the letter of intent. We expected this might happen. . . .
We explained that the unsuccessful party was about 60 cents a ton
below the prospect that we have gone with. . . . . Scott understood and
seemed fine with the way things had been handled. . . .."”

8/11/04 6:47 p.m.: Email from Guerry Green to Lonnie Carter. *'T feel as
though 1 should be aware of everything going on with the gypsum
plant. The proposed site is in my county and [ know very little of the
details. . . . I believe that our property division is acting entirely
independent of the board. Our concerns about getting the most dollars
for our property has been discussed at several board meetings but the
mailing was completed without our input. Have you seen the flier? It
is pitiful. . . ."

8/11/04 12:55 p.m.: Email from Richard Coen to Chairman and management.
“Please read the cover letter to Sec. Faith carefully. They say the bid
process was very informal. The board should have had a copy of the
information. There was a very recent brief discussion but we had no
idea the deal was this large and had such far reaching economic
impacts, . . .I do feel as though the board knows very little about this
sizable transaction and that more information should have been
provided . . . . I mean really, what is going on here? Let’s keep the
agenda focused on what really matters and trust that your board will
support you and we can be successful together with full disclosure on
all relevant items. If the information and the process we followed
were perfect, I still believe the board was once again left in the dark on
relevant board business and [ have a real problem with history
repeating itself. This needs to be addressed and remedied for the good
of the company and ‘risk management’. We can not manage if we are
not informed."”

8/12/04 9:22 a.m. Email from Lonnie Carter to Richard Coen, copied to
directors and management. “I believe the process was fair and
consistent for both prospects. However, [ am open to hearing how we
can improve the process that we have been using. As you requested, [
put this on the agenda for the up coming Board mesting to brief the
Board with as much detail as desired and receive the Board’s direction.

8/12/04 11:33 am.: Email from Richard Coen to Lonnie Carter, copied to
directors and management. “Lonnie, Thank you for the response. . . .
Graham, Lonnie. Bill, John, and Elaine, Once again, do not proceed
with finalizing this deal without full knowledge and approval from the
board. This is a twenty year deal and we want to understand the
process to receive the bids. Based on what I have seen, the project
may need to be rebid. The same thing is likely to occur with the
property sales. The Chairman and management must respect opinion
of the other board members or else. . . .Please communicate openly,



provide full disclosure on all board business and stop making board
decisions unilaterally with the benefit of the boards knowledge and
opinion and ultimately our decision. . . . You need to meet, determine
who or what is the problem and report your findings to the full board
for action. RHC”

8/12/04 6:41 p.m.: Email from Richard Coen to Lonnie Carter. “Graham, I
just got a call from Sec. of Commerce Bob Faith. He said you called
and expressed concern that he had not “followed the appropriate
channels” concering his conversations with me regarding the gypsum
deal. He said that he is not comfortable with the representations or
disclosures that Santee Cooper made to the prospective bidders and
that there was no formal bid process or RFP. This leaves the board
and Santee Cooper wide open to criticism and contingent liabilities.
Who is driving this deal and why has the board been left out of the
particulars of this very important process. Sec. Faith also stated that
you had a conference call with the governor’s office and commerce in
which you stated that the correct process was followed and that you
were going to sign a letter of intent. DO NOT SIGN THAT LETTER.
To my knowledge the board has not authorized anyone to sign
anything regarding this transaction.”

/12/04 8:37 a.m.: Email from Lonnie Carter to Guerry Green. “We will be
ready to discuss both the property sales and the wallboard plant at the
August 23™ Board meeting in as much deal (sic) as the Board desires.
[ though we were keeping you informed at the right level on the wall
board plant developments. . .."”

8/12/04 2:21 p.m.: Email from Dial DuBose to Richard Coen and Lonnie
Carter. “Richard, I don’t want you and Guerry to feel like you are
alone in your concems. I too am frustrated about the information we
receive and more importantly the information we don’t receive!
Communication or the lack thereof is a problem [ thought we put
behind us. Thank you for raising these issues. the Board should be
grateful for your vigilance. Thanks, Dial.”

8/13/04 9:24 a.m.: Fmail from Lonnie Carter to Richard Coen. “We had good
conversation yesterday with the Govemor's Office and DOC
representatives. . . .At the end of the discussion we all agreed that we
were on track to get the best value and deal for the State. . . .Before
any final conclusions are drawn, [ ask that management be given an
opportunity to explain what we have done to this point and why. We
are prepared to do this at the August 23" Board meeting or before if
needed. If the Board finds that we need to correct, enhance or change,
I assure you we will. . . .. i

%/13/04 9:58 a.m.: Email from Keith Munson to management and directors,
copied to Scott English of Governor’s office and Bob Faith, Secretary
of Commerce. “Ladies and Gentlemen: I have review the recent
barrage of emails on the Gypsum Plant issues and would like everyone
to know my reaction to various points . . ..




8/13/04 11:18 a.m.: Email from Bob Faith to directors and management,
copied to Scott English, “Gents, My only comments are that my guys
tell me that DOC felt kept out of the loop on which company was
going to be picked. I think we did err in having incentive discussions
with the company but my guys felt a bit misled that building a plant to
use the gypsum was a foregone conclusion and that shipping the
gypsum out of state was a viable alternative. We now believe that is
not true. We are now informing the companies that they should not
expect any state incentives. While it is not our call, the counties
should consider whether it is appropriate for them ...."”

8/14/04 10:41 a.m.: Email from Graham Edwards to Richard Coen and Lonnie
Carter, copied to directors and management. "It appears that the
potential gyp plant has attracted a great deal of interest over the past.
So you will know, I had the same briefings on this issue from April to
July as the rest of the Board. . . .I asked Bill and Lonnie not to proceed
any further with any letter of intent until the Board had an opportunity
to hear full details on this issue at the August 23" meeting. .. .”

8/15/04 10:11 a.m.: Email from Richard to Lonnie Carter, copied to directors.
“T understand that you want to present the gypsum transaction to the
full board and that is what should happen. . . .Management needs to
concentrate on public power. These are board issues and we need a
competent third party review for all our benefit. . . .”

8/15/04 10:54 a.m.: Email from Clarence Davis to Richard Coen and Lonnie
Carter. “[T]f this information is available, we need to see a detailed
analysis or breakdown of the competing economic impact variables,
which include, among others, capital investment. . . .Negotiating
power is one thing, but to negotiate the entry of an entire industry into
the State is another ‘ball game’. No offense, but I have serious
questions about our ability or expertise to do this or make this decision
alone, . .."

RESULT:

September 2, 2004: Inter-office communication from Lonnie Carter to Board. This will
confirm our understandings from the August 23, 2004 meeting regarding how
management is to proceed with the gypsum economic development effort. We
understand . . .Management is authorized to sign a letter of intent with Company A.

April 4. 2005: Governor Mark Sanford and officials with Santee Cooper and
Georgetown announced a major economic development initiative with Amerncan
Gypsum Company to build a new 5125 million gypsum wallboard plant in Georgetown
County.




ISSUES:

(1) Micro management. Does the Board understand the role of management and the
role of the Board of Directors.

(2) Does one director, other than the chairman, have the authority to make decisions
on behalf of the Board? Lack of confidence in management. Political influence.
What message does this send to other unsuccessful parties if the Board does not
show support of its management?



From: Lannie Carer

To: Richard Coen

Date: B8/9/04 10:17AM

Subject: RE: Gypsum ! Confidential
Richard,

Santse Cooper, in conjunction with the Dept of Commerce ("DOC"), the Charleston Regional
Developmant Alliance and Berkeley and Georgetown Caounties, has baen talking with two prospects about
a potentiz| wallboard plant. You may recall that we have reported on this to the Soard at several meetings

including our July meeting.

Santee Cooper cannot produce enough gypsum for both prospects. The prospects are locking at locating
their plant near Winyah or Crass station. We have agr=ed to make sites available at aithar. We are
indiffarent to which station is chosean, because we will hava to haul from the other station to mest gither of
the prospect's gypsum reguirements. Also keep in mind, that Berkeley and Georgetown Counties ars

wying for it to-locats in their county,

“ou may recall at the July Board mesting that Bill gave 2 brief repart on wners we were with the
negotiations. We reported that the negotiations were at the point where Santes Cooper needad i sign
within a few days an exclusive letter of intent with one of the prosgecls. This is necessary for the
successful prospact to complete the remainder of its plans for locatian selection and the negotiation of
incantives (if any) from DOC and the counties. DOC has been involved in the discussions and indicates
that it has ne preferance over the two prospects. From the siate's prospectve, both are equal,

Since thers is no prefarancs by the DOC, Santee Cooper has signed a leftar of intent with the prospect
that gave us the best price for our gypsum. This will allow the negotiations tc proceed with DOC and the
Counties. Wa will wark on an agreement to sell them gypsum at the negotiated price subject to the
prospects site selection. They have until the and of December 2004 to complete the process or 'we can

go back to the other prospect. We have tried to keep 2 geod relationship with the unsuccessiul bidder just
in case this becomes Necassary.

Graham and | each raceived a call on Friday from Scott English in the Governar's Office regarding 2 call
from the orospect that didn't get the letter of intent. We expected this mignt nappen. Sinca Graham, Bill
and | were together at the County Asscciation meeting, we called Scott to fill him in on whera we are with
the project. We explained that the unsuccessiul party was about B0 cents 3 ton below the prospect that
we have gone with. This is a material differsnce. The unsuccessful party was given a chance (o Improve
their affer with 3 |ast best offer that left them the 80 cents shart. They apparently ara now telling the
Gavernor's Office that they will mest our orice. This is toc littie too late. We negotiated in goad faith with
both. Now the unsuccessful party wants a "second bite of the apple”. Scoft understood and seemed fine
with the way things had been handled.

| ezlied Tim Dangerfield Friday siso to make him aware of Scott's call. He indicated that his office had
baen contacted THursday evening by the Govemnor's Office on the project. He alsa indicatad that DOC
se=s no diference in the prospects and that Santes Cocper should have chosen on price.  Kesep in mind
Tim's staff has been involved in these discussions. Tim exprassed Nis appreciation for Santes Cocper's
suppart of the project and agreed ta call me if he neaded anything.

\We zre axcitad about this oroject and are leaking forward to completing the negotiations and participating
i the announcemant, This is 2 good axample of now Santee Cooperis 3 good resource (N suppering
the State's sconomic development efforts.

We ars alsc working an selling gypsum as fertilizer. \We have aiready scld some (o this markat sarlier
this year. We nave received faedback that the product néeds to oe dryer. We are working on this aspect
of Qur ooersticn to see if we can get the product dryer. RM meta gentleman at the County Association
meating last Thursday who wants tc meet with us 1c discuss gypsum and the agricultural market for it



2M is fallowing up on this marketing opportunity. This is 2 good market since it nas tne potential to fake
any gypsum that we have left over from our sales to the cement indusiry and wallboard plant.

As these discussions progress we will continue to keep the Beard informed. Flease keep in mind these
negotiations ara confidential. If you would like additional details, please let me know.

Thanks
Lannie

»»> "Richard Coen" <rcoen@coencapital.com> 08/08/04 06:20PM ===
Bill and John,

Please amail me or ovemnite me averything you have on the proposad gypum
plant 2nd sale of raw material.

Blease make sure the information is complete.

if any other board members want information, they will make the request.
Is this on tiTe agenda for the next mesting?

Do not make 2ny commitments to anyone without the full board's approval.
Thank you,

RHC
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From: Lennie Carter

Ta: Green, Guarry

Date: B/12/04 B:37AM

Subject: Re: Gypsum / Confidential
Guerry,

I will call you today. | don't have all the answers {0 your questions but will get them. We will be ready to
discuss both the property sales and and the wall board plant at the August 23rd Board meaeting in 35
much desl as the Board desirass.

| thought we were keeping you informed at the right level on the wall board plant deveiopments. [want lo
reiterate Santee Cooper does not have a praference for sither site. My understanding is that we are
working with the counties to make sites available at bath stations. Since neither plant is in our service
territary, Berkeley Coop or Santee Coop will serve depending on the locaton, | den't know if those
discussions have started.

[ will call you.

Thanks
Lonnie

>»> Guerry Green <guerry@screentight.com> 08/11/04 08:47PM >>>

Hey Lonnie, | would like to get the same package as Richard. Also, why

did the Charlestan Regional Alliznce get invited and nct NESA? Georgetown
county is part of the Northeastern Strategic Alliance. The perception Is

that Santee Cooper favors the Berkeley county site. This perception is
strengthened when Berkeley is given an advantage by having represeniation
from the county and their alliance. Also, are there any other site visits

by either gyosum plant persanal planned? | would like to participate in

the futura. | fe=l as though | should be awars of averything going on with

the gypsum plant. The proposed site is in my county and | know very little

of the details. For example, where was it proposed that the plant be
situatad, Where would the power come from, Santee Coop or Santee .
Coaper? Why can't the prospect use our access roads? SEFA uses them. What
were the proposed lease terms? How did they differ from Berkeley

county? Whnere did the misinformation regarding salt water infiltration

come fram? (Obvicusly not someone favorable to the Winyah site) Which
alant has maore gypsum available? Winyah or Cross?

Also, | don't want to be toc negative but | was embarrassed by the flier

that was sent out on the property for sale. | got the flier fram a third

party and thought that the entire board should have gotten 2 packet to ses
how we wers marketing cur property. | believe that our property division

is acting entirely independent of the board. Qur cancems about getting

the most dollars for our property has been discussed at several board
meetings but the mailing was completed withaut our input. Have you seen
the flier? It is pitiful. |f the propsrty celonged fo you of myself we

weuld not expect to get top dollar prasenting the proparty in the manner
oresentad. | have telked to executives fram Centex and D.R Herton, neither
got a package on the property. | still have not seen any gdvertiisements in
any newspagers. Arewe adveriising? How often? Which papers? Areihe
only oeople getting information an the property people who napoened 1o
acquirs bout property in general? What about comgpanias or individuals wno
would have an intarast in the property if they kxnew it was avallzcle? If we
don't et the sublic know that the property is available then we risk bias

in accepting any bids. How do | know that the ssking prica for the
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oroperiies in guestion Is fair? | would like a copy of the

appraisal. Should not the propery committee have already received the
appraisal? Did management contact any likely buyers for the property other
than general inquiries? Does management have a prospect list of likely buyers?
Lonnie, | hate to hit you with all of this but | believe my concerms and
questions are valid, Call me Thursday if you ¢an.

Thanks,

Guemy

At 03:53 PM 08/08/2004 -0400, you wrote:

=>Ciarance,

-

»Based on the information we have from DOC the prospect's direct jobs are
>approximately 68 at the site with ancther 125 to 150 indirect jobs. |
>halisve a number of the indirect jobs are in the fransportation of raw
>materials and finished product. The capital investment projection is 3110
>million. DOC is using an average wage of $15 per hour in their
scalcuiations. | understand the prospect has not given a number for wages.
-

>There may be other spin off industry besides trucking. | am not familiar
»with wallooard plants. We will follow up with DOC to see what they
=know. There is the pessibility that Santee Cooper could sell steam for
>drying.

>

=Plzase remember this information is confidential and would hurt our
»>negotiations if disclosed.

-

=Thanks

=Lannia

>

> »>> "Clarence Davis" <clarence.davis@nelscnmullins.com=> 08/09/04 10:27AM >>>
>0ut of curiosity, what is the job creation number and the average wage?
>Also, what is the projected capital investment? Additionally, am curious as
>to the gross revenue dollar value of this market in the U.5., if any of this
=iz known.

=>Clarence Davis

>

>——-0riginal Message-——

=>From: Lonnie Carter <LNCARTER@santeecoopar.com=>

>To: rcoenf@coencanital com <rcoen@coencapital.com=>

»>0C: paul.camobelli@alcoa.com <paul camobell@alcos. com=,
>tgrahamedwards@acl.com <tgrsnamedwsrds@acl.com=, drsanderst Echarter net
»<drsandersi@charter.net>, kaore@firstseinsurance.com
><kgora@firstseinsurance cam>; dizidubcse@nalleyproperties.com
><gizldubose@nalleyoroperties.com>; Clarence Davis

><claranca davis@nelsonmullins com=>; Bill McCall <BMCCALL @saniescooper.com>;
>Elzine Petarson <EGPETERS@santeecaoper com=; John West

>« JSWEST@santeecooper.com™>, Pam Gaskins <BEMGASKIM@santeecogper com=>, R.M,
>Singletary <RMSINGLE@santeecopnsr com>; Susie Gillians
><3BGILLIA@santeecooper com>; jcland@sc.m.com <jciandi@sc.rr.com>;
>gallen@sc.r.com <pellen@sc.rr.com>; guery@screantight.com
><quarry@scrasntight.com>! kmunson@wcsr.com <kmunsen@wesr.com>
>Sent: Mon Aug 08 10:16:47 2004

>Subject; RE: Gypsum / Confidential

=1

>Richard,

=]
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>3antee Cooper, in conjunction with the Dept of Cormnmerce ("DOC"), the
>Charleston Regional Development Alliance and Berkeley and Georgetown
=Couniies, has besn talking with two prospects about 2 potential wallboard
»plant. You may recall that we have reporiad on this o the Board at several
»meatings including our July mesting.

=

=Santze Cooper cannot produce enough gypsum for both prospects. The
>prospects are looking at locating their plant near Winyzh ar Cross statian.
>\We have agreed o meke sites available at sither. We are indifferent to
=which station is chosen, because we will have to haul from the other station
>to meet either of the prospect's gypsum reguirements. Also Keesp in mind,
>that Berkeley and Georgstown Counties are vying for it to locates in their
>gounty,

=

>You may recall at the July Board meeting that Bill gave a brief report on
>where we were with the negotiations. We raperted that the negcotiations
>were at the point where Santee Cooper needed {o sign within a few days an
»axclusive lefter of intent with cne of the prospects. This is necessary for
>the successiul prospect to complate the remainder of ifs plans for location
=selection and the negotiation of incentives (if any) from DOC and the
»counties. DOC has been involved in the discussions and indicates that it
>=nas no preferance aver the two prospects. From the staie's prospective,
=poth are egual.

-

=>Since thers is no preference by the DOC, Santee Cooper has signed a letter
=of intent with the prospect that gave us the best price far our gypsum.
=This will allow the negeotiations to proceed with DOC and the Counties. We
>will work on an agresment to sell them gyosum at the negotiated price
>subject to the prospects site selection. They have until the and of
=Dacember 2004 to complets the procass ar we can go back to the other
=prospect. We have tried to kesp = good relationship with the unsuccessful
>bidder just in case this becomes necessary,

=

>Granam and | each received a call on Friday from Scott English in the
=Governar's Office regarding a call from the prospect that didn't get the
>letter of intent. We =xpected this might happen. Since Graham, Bill and |
=were together at the County Association meeting, we called Scott to fill him
>in on where we ars with the project.  We sxplained that the unsuccessiul
>party was about 60 cents 3 ton below the praspect that we have gone with.
>This is 3 material differance. The unsuccessful party was given a chance io
»improve their offer with 3 last best offer that left them the 80 cenis

=short. They zpparantly are now telling the Governor's Office that thay will
>meet our price. This is tog little too late. We negotiated in good faith

=with both. Now the unsuccessiul party wants 2 "second bite of the apple”,
>3ceit undersicod 2nd seemed fine with the way things had been handled,

-

=| called Tim Dangerfield Friday siso o make nim aware of Scott's call. He
»indicated that his office had been contacted Thursday evening by the
>Governars Office on the project. He also indicated that DOC sees no
=differance in the orospects and that Santes Cooper should have chesan on
>grice. Keep in mind Tim's staff has been invelved in these discussions.
=Tim expressed his sppraciation for Sanies Cooper's support of the project
=and agread o call me if he nesded anything.

>

>We ars axcited sbout this oroject and are logking forward to completing the
>nagotiations and participating in the annauncament. This is 2 good example
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>of how Saniee Cooperis a good resource in supponing the Siate's economic
»devalopment efforts.

=

>We are also working on selling gypsum as fertilizer.  \We have already sold
>some to this market earlier this year. \We have received fesdback that the
=product needs to be dryer.  We ars working on this aspect of our operation
>to see if we can get the product dryer.  RM met a gentleman at the County
>Association mesting last Thursday who wants to meet with us to discuss
>gypsum and the agricultursl market for it. RM is following up on this
>marketing opportunity. This is a good market since it has the potential to
>tzke any gypsum that we have left over from our sales to the cement industry
>and wallboard plant,

-

>As these discussions progress we will continue to keep the Board informed.
>Please kesp in mind these negotiations are confidential. If you would like
>additicnzl details, pleases et me know.

>

>Thanks

>Lonnie
=1

=

>

>

> >>> "Richard Coen” <rcogn@coencapitsl.com=> 08/06/04 05:20PM ===
=Bill and Jahn,

>

>Please email me or overnite me averything you have on the proposad gypum
>plant and sale of raw material,

-

>Plagse make sure the infarmation is complete.

=

=If any other board members want information, they will make the request.
>

>|s this on the agenda for the next meeting? !

-
>Do not make any commitments to anyone without the full beard's approval.
>

>Thank you,
-

*RHC

VOV Y VW

=From: John West [mailtc: JSWEST@ssntescoopar comi

=Sent: Friday, August 08, 2004 12:54 PM

>To RRizzi@BroadStrestAdvisors com; [sarant@coencapital com;
>renen@eooencanitabcom; Lonnie Carter

=Ce: disidunase@nalleyoronerties com; Elgine Peterson; Pam Gaskins
>Subject RE: Eastport PIP

>

-

-

=Lonnie is out of the offica, | am putting 2 fad-=x package in the mail today
>for Monday morming dalivery. It wan't fax well. If you have any questions,
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From: "Richard Ceen" <rcoen@coencapital.com>

To: "Lannie Caner” <LNCARTER@santescooper.coms=>
Date: 8M2itd 5:41PM

Subject: RE; FW. Santee Cooper/ Confidential

Graham,

| justgot a cali from Sec. of Commerce Bob Faith,

He said you called and expressed concern that he had not "followed the
appropriate channels” concerning his conversations with me regarding the
gypsum deal.

He said that he is not camforiable with the representations or disclosures
that Santee Cooper made to the prospective bidders and that there was no
formial bid procass or RFP,

This leavas the board and Santse Cooper wide open to criticism and
contingent liabilities,

Wha is driving this deal and why has the board been left out of the
particulars of this very important procass.

Sec. Faith also stated that you had a conferance call with the governor's
office and commerca in which you stated that the correct process was
foliowed and that you wers going to sign a letter of intent.

DC NOT SIGN THAT LETTER.

To my knowledge the board has not suthorized anyene to sign anything
regarding this transacion.

Richard H. Ceen

——-Criginal Message—

Frem: Richard Coen [mailto:rcoen@coencapital.com]

Sent: Thursday, Augus: 12, 2004 11:33 AM

To: 'Lonnie Carter’

Cc: 'paul.campbell@alcoa.com’; 'drsanders1@charter.netl’]
‘dialdubose@nalleyproperties.com’; 'CXD@nmrs.com', 'Bill McCall', ‘Elaine
Peterson'’: 'John West": ‘Parm Gaskins 'R.M. Singletary’; 'Susie Gillians’
'Graham Edwards'; ‘jcland@sc.rr.com’; 'pallen@sc.rr.com’;
‘query@screentight.com’; 'kmunson@wesr.com’

Subject RE: FW.: Santee Cooper / Confidential

Lennie,

Thank you for your response.
| will review the infermation upon receipt.
RHC

Granam, Lonnie, Bill, John, and Elaing,

Onee again, do not procesd with finalizing this deal without full knowledge

and approval from the bearc.

This is 3 twenty year deal and we want (o undersiand the process [0 receive

the bids,

Based 2n what | have seen, the project may need to be rebid.

The same thing is likely to occur with the propery sales.

The Chairman and management must respect opinion of the other board members
or slse.

Wa have = fiduciary respensibility 1o the state and we will not jecpardize

that responsibility
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Please communicats openly, provide full disclosure on all beard business,
and stop making board decisions unifaterally without the benefit of the
boards knowledge and opinion and ultimately our decision,

The next mesting is & very impanant mesting for you ail.

You nead o meet, determine who or what is the oroblem and repart your
findings o the full beard for action.

RHC

—Original Message—

From: Lonnie Carter [mailto: LMCARTER@santeecooper.com]

Sent: Thursday, August 12, 2004 3:22 AM

To: rcoen@eoencapital.com

Cc: paul.campbell@alcoa.com; drsanders1@charter.net;
dialdubose@nalleyproperties.com; CXD@nmrs.com; Bill McCall; Elaine Peterson;
John West Pam Gaskins; R.M. Singletary; Susie Gillians; Graham Edwards;
jcland@sc.rr.com; pallen@sc.rm.com; guerry@scraentight.com; kmunson@wesr.com
Subject: Re: FW. Santee Cooper/ Confidential

Richard,

As we discussed yesterday after our mesting with Central, | am having the
information you requested pulled together. The process used was a
negotiation so svery thing will not be in the written record. The

prospects tell us what their needs are and we respond as to how Santee
Ceooper can meet them. | have askad my siaff to provide summaries wners
appropriate which hopefully will maks your review easier; however, we will
provide all of the file that we have.

| beliave the process was fair and cansistent for both prospects. However,

| am open fo hearing how we can improve the process that we nave besn using.
As you requested, | put this on the agenda for the up coming Board meeting

to brief the Board with as much detail as desired and receive the Board's

direction

Flesse kzep in mind that this Is still 2 negetistion to locate this

wallboard prospect. Santee Cooper has agreed io a letter of intent to sell
gypsum at a price. There are may detalls (some by Santee Cooper and some by
othars) that must be worked out to get the prospect here. These discussions
should be kept confidental,

We have a conference call with the Governer's Office staff and DOC staff to
rief the Governor's Office staff on the project. This is to follow up to
our discussicn with Scott English in the Governor's Office last Friday.

We will oull the information you reguested as scon as possible. | have
asked my folks to try to get it to you no latter than early next week sa you
can review it befora the Board mesting.

Thanks
Lonnie
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>>> "Richard Coen" <rcoen@coeancapital.com> 08/11/04 12:55AM »>5
Graham, Lonniz, Bill and John,

Please read the cover lstter to Sec. Faith carefully.
They say the bid process was very infarmal.

The board should have had a copy of the information.

There was 3 very recent brief discussion but we had no ides the deal was
this large and had such far reaching ecenomic impacts.

They can not value the gypsum without answers to the questions on the last
page of their proposal which includes costs of land, slectricity,
transperiation, gas, water, incentives stc.

If this information was made available on the front end to all bidders, they
are sors losars.

If nat, they are correct, the process was flawad and should be rebid,

| want to ses the bid documents, RFP, and all related informatian that was
provided or communicated so that | can judge for mysalf.

| na=d this ASAP per my prior ermail

When can you get this to ma?

In the meantime, | would like for you to raspond to them on my behalf by
saying that some of the members of the board of directors have asked for
additicnal information in respense to their inquiry and that you are
respending to that request,

| do feef as though the board knows very little about this sizable
transaction and that more infermation should have been provided in lieu of
the presentations of "what we are nat baing sued for or the "Harrell Repant
on the Proposed Santee Cooper Sale” six manths aftar it was published |

| mean really, what is going on hera?

Let's keep the =genda focused on what really matters and trust that your
board will support you and we can be successiul together with full
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disclosure on all relevant items,

If the information and the process we followed were perfact, | still believe

the board was once again left in the dark on relevant board business and |
have 3 real prablem with history rapeating itself. This nesds to be

addressed and remedied for the good of the company and "risk management”.

We can not manage if we are not informed.

Your board would be meost appreciative.

RHC

From: Salisbury, Dan [mailte:DSalisbury@usg.com)
sent: Friday, August 08, 2004 5:02 PM

To: 'rceen@coencagital. com'

Subject: FW: Santee Cooper

Richard, thank you for the opportunity of speaking with you this afternoon.
As discussed please note the following e-mail sent today to Secretary Bob
Faith, | will follow with contact information for Dom Dannessa on Monday
moming.

Can N. Salisbury
Director Real Estate
USG Ceorporation
125 3. Franklin -3t
Chicago, IL 50506
312-606-5945

Fax: 312-806-3873
Cell: 312-861-42189

E-mail: DSalishury@usg.com
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—-Criginal Message—

From: Salisbury, Dan

Sent Friday, August 06, 2004 2:10 PM

To: Bob Faith (bfaith@commerce.state.sc.us)

Cc: Hal Stone (hstene@SCoommerce.com); 'sdenglish@sc.gov'
Subject; Santes Cooper

Dear Secretary Faith;

Thank you for taking the time out of your busy schedule to speak with me an
Tuesday, August 3rd. USG strongly feels that our proposal for s new
wallbaard plant at Winyah provides the best oversll economic development
value to the State of South Caroling, the community of Gecrgetown, and the
best value, with lowest risk to Santes Cooper. This oreject, having an
estimated cost of $137 million, will provide diract employment for 150, 450
direct and indirect, and provide estimated ten year economic impact benefits
of aver 3450 million. We have provided a faxed copy of the economic impact
analysis for cur plant in Rainier, Oragon for your referenca. This value

can be maximized, and the risks mitigated, only when you agree to pariner
with the Industry Leader, who has proven technical superiority. USG has the
experience (104 years), management credibjlity, proven track record and
markzting position that sllows us to make and carry out these commitments.
We do not believe any ather wallboard company can make this claim,

Due to some of your guestions regarding USG's intent to construct a
gresnfield wallboard plant, | thought it would be heipiul to send you 2 copy

af aur first proposal to Santes Cooper which was presented on Junz 3rd. USG
has never waivered from our initial proposal of building a wallboard plant.
Furthermorg, it is economically infeasible o ship the synthatic gypsum io
other USE locations. Hepefully this presentation will helo fo clarify any
guestions that anyone may have regarding USG's intent. We identified the
Winyah site as the preferred site location due o its better infrasiructure,
supply of natural gas, rail, efc. Although it inherently requires a sixty

mile distance penalty for our customer shipments, we undersind that it is

the preferred location from the perspective of economic development impact
on the community and region. The Cross location, although prefarable in
tarms of access to the interstate system, will require very high capital

costs to install the necessary infrastructurs (gas pipelines will have to be
installed from over twenty miles away), These caosts (including cost sharing
by the State and Santes Coopar) will have to be considered in evaluating
compstitive propesals,

The quoted price far synthetic gypsum (based on subsaguent negotiations with
Santse Cooper) and capital cost estimates have been refined since our
aroposal was initially presented. The capital cost estimate for building
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this facility is now estimated at $137 million. Negotiations on synthetic
gypsum price began at 34.00/ton on June 3rd, ware raised to $5.00/ton an
July 12th, and $5.50/ton on July 27th. We remain preparad to meet the
S5.75/ten price (or higherjrequested by Santee Cooper. and as confirmed
during my telephone conversation with Bill McCall an August 2nd.

The negotiating process with Santee Cocper had no formal written structura
and was not typical for a project of this size. We are sccustomed to
negatiating a letter of intent that provides a framewark to complete
negotiations and to perform the appropriate due diligence. This is followed

by a detailed capital appropriation, based on site specific engineering, and

is then submitted to our Board of Directors for approval, This contrasts
snarply with predicating sverything on a dollar per ton basis which

inherently is based on incomplete information. We were cpersting on the
basis of what we ware told would be the procadure, i.e. we were invalved in

2 negatiation on price that would culminate in a Latter of Intant with

Santee Cooper, and were iold that we would be advised when Santee Cooper
wantad to terminate our discussions and begin price discussions in eamest
with another party. We never received such notice. | was told by Bill

McCall while making arrangements to meat on July 27th that we would receive
anather opportunity to quote after our mesting and that our meeting was not
the final oppertunity for USG to raise the price. We wers disappointad that
we never received a phane call providing this opgartunity.

We lock forward to building on the strong distribution foundation that we
already have in South Caralina through our whally awned L & W Distribution,
whao nas 14 locations and employ 185 hourly and 75 salaried parsannel. This
's indicative of the strength that USG has in the markst and demonstrates
why USG has the marketing position to deliver on its promises.

We trust that USG will be given an opportunity o demaonstrate our
capabilitiss as detailed above and loak forward to further discussions with
¥ou on our praposal.

AL his request we are also sending a copy of this e-mail to Scott English of
Governor Sanford's office. We appreciata your assistance in this matter,

Fespectiully,

Ceminic A. Dannessa
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Snr. VP Manufacturing

Confidentiality Notics:

This message is intended exclusively for the individual or entity to which
it is addressed. This communication may contain information that is
proprigtary, privileged, confidential or othenwise legally exempt from
disclosurs. If you are not the named addresses, you are not autharized to
raad, print, retain, copy or disseminate this message or any part of it. If
you have received this message in error, please natify the sender
immediately sither by phone or reply to this e-mail, and delets all copies
of this message.

cc: <paul.campbell@alcoa.com=, <drsandersi@charter.nat>,
<dialaubose@nalleyproperties.com=>, <CXD@nmrs.com>, "8ill McCall™
<BMCCALL@santeecooper.com>, "Elaine Petarson™ <EGPETERS@santescocpar.cam=, *John West™
<JSWEST@santeecooper.com>, "Pam Gaskins™ <PMGASKIN@santescooper.com>, "R M. Singletary"
<RMSINGLE@santeecocper.com>, "Susie Gillians™ <SBGILLIA@santescooper.com>, "Graham
Edwards™ <TGEDWARD@santescooper.cam>, <jcland@sc.rr.com>, <pallen@sc.rr.com>,
<guerry@scraentight.com>, <kmunson@wcsr.com>
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From: "Dial Dubose" <dizldubose@nalleyproperties, com=

Te: "Richard Ceen™ <rcoen@coencapital.com=, "Lonnie Carter™
<LNCARTER@santesccoper.com>

Date: 8/12/04 2:21FPM

Subject: RE. FW: Santzae Cooper / Confidential

Richard,

| don't want you and Guerry to feel like you arz alone in yaur
concems. | too am frustrated abcut the information we recsive
and mare impartantly the information we don't receive!
Communicatien or the lack thareof is 2 problem | thought we put
behind us. Thank you for raising these issues, the Board should
be grateful for your vigilance.

Thanks,

Dial

Criginal Message-—-—

From: Richard Coen [mailto:rcoen@coencapital.com]

Sent Thursday, August 12, 2004 12:33 PM

Ta: "Lonnie Carter

Ce: paul.campbell@alcoa.com; drsandersi@charter.net:
dizldubose@nalleyproperties.com; CXD@nmrs.com: 'Bill McCall: ‘Elaine
Peterson’; 'John West'; 'Pam Gaskins'; 'R.M. Singletary’: 'Susie

Gillians'; 'Graham Edwards'; jcland@sc.rr.com; pallen@sc.rr.com;
guerry@screentight.com; kmunsen@wesr.com

Subject: RE: FW: Santee Cooper/ Confidential

Lonnie,

Thank you for your response.
| will review the information upen recsipt. i
RHC

Granam, Lonnig, 8ill, John, and Elaine,

Cnce again, do not proceed with finalizing this deal without full knowledge
and approval from the board.

This Is 2 twenty year desl and we want to understand the process foraceive
the bids.

Sased on what | have seen, the project may need to be rebid.

The same thing is likely to occur with the propearty sales.

The Chairman 2nd management must respact apinion of the other board members
ar =lse,

We have = fiduciary respensibility to the state and we will not jecpardize
that responsiility.

Please communicate openly, provide full disclosure on all board business,
and stop making board decisions unilateraily without the benefit of the
boarcs knowledge and opinicn and uitimately our decision.

The next mesting is a very impanant mesting for you all,

You need to meet, determine who or what is the problem and repart your
findings to the full board for action.

RHC
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——-0riginal Message-—

Fram: Lonnie Carter [mailto: LNCARTER@santescooper.com)

Sent Thursday, August 12, 2004 3:22 AM

Ta: rcoen@coencapital.com

Cc: paul.campbell@alcea.com; drsanders1@charter.net;
dialdubose@nalleyproperties com; CXD@nmrs.com; Bill McCall; Elaine Petersan;
John West, Pam Gaskins; R.M. Singletary; Susie Gillians; Graham Edwards:
jcland@sc.r com; pallen@sc.rr.com; guerry@screentight.com; kmunson@wesr.com
Subject: Re: FW: Santes Cooper / Confidential

Richard,

As we discussad yesterday after our meeting with Central, | am having the
information you requested pulled together, The process used was a
negotiation so every thing will not be in the written record. The

prospects tell us what their neads are and we respond as to how Santes
Cooper can meet them. | have asked my staff to provide summaries where
appropriate which hopefully will maka your raview 2asier; however, we will
pravide all of the file that we hava.

| believe the process was fair and consistent for both prospects. However,

| am open to hearing how we can improve the process that we have been using.
As you requested, | put this an the agenda for the up coming Board meseting

tc orief the Board with s much detall as desired and receive the Board's
direction,

Flease Kesp in mind that this is still 2 negotiation to locate this

waliboard prospect. Santee Cooper has agreed to a letter of intent to sell
gypsum at a price. There ars may details {(some by Santee Cooper and some by
others) that must be worked out to get the prospect hers. These discussions
should be kept confidential,

We have a conference call with the Governor's Office staff and DOC staff to
bnet the Governer's Office staff on the project. This is to follow up to

cur discussion with Scott English in the Governor's Office |ast Friday,

We will pull the information you requested 2s soon as possiole, | have
asked my fclks fo try to get it to you no latier than early next week so you
can raview it before the Board meeting.

Thanks
Lonnie

»>>> "Hichard Coen" <rcoen@cosncapital. com=> 08/11/04 12:55AM >2>
Graham, Lannie, Bill and John,

Please read the cover letter ta Sec. Faith carefully.

They say the bid procass was very informial,



| Pam Gaskins - RE: FW: Santes Cooper | Confidential

The board should have had a copy of the information:

Thera was a very recent brief discussion but we had no idea the deal was
this iarge and had such far reaching economic impacts.

Thay can not value the gypsum without answers o the questions cn the last
page of their propasal which includes costs of land, electricity,
transportation, gas, water, incentives atc.

If this infarmation was made available on the front end to all bidders, they
arz sore losars,

If nat, they are correct, the process was flawed and should be rebid.

| want to see the bid documents, RFP, and 3l related information that was
provided or communicated so that | can judge for myself.

| ne=d this ASAP per my prior email

When can you get this to me?

In the meantime, | would like for you o respond to them on my behalf by
saying that some of the membears of the beard of directors have asked for
additional infarmation in response to their inguiry and that vou are
responding to that reguest,

| do feel as though the board knows very little about this sizable
transaction and that mare infermation should have been grovided in lisu of
the prasentations of "what we are not being sued for or the "Harreil Report
an the Proposad Santee Cooper Sale” six menths after it was published |

| mean really, what is going on here?

Let's keep the agenda focused on what really matters and trust that your
board will suppart you 2nd we can be successiul togsether with full
disclosurs on zll relevant items.

If the information and the process we followed wera perfact, | still belisve

the hoard was once again left in the dark on relevant beard business and |
hava 3 razl problem with histery repeating itself, This needs (o be

adaressed and remedied for the good of the company and "risk management”.



{ Pam Gaskins - RE: FW: Santee Cooper / Cﬂnr"iae_nil'i:lll

We can not manage if we are not informed.
Your board weould be most aporeciative.

RHC

—_—

From: Salisbury, Dan [mailto:DSalisbury@usg.com]
Sent: Friday, August 08, 2004 5:02 PM

To: 'reoen@coencapital.com'

Subject FW: Santes Cooper

Richard, thank you for the oppartunity of speaking with you this aftemoan.
As discussed please note the following e-mail sent today to Secretary Bob
Faith. | will fellow with contact information for Dom Dannessa an Monday
morning.

Dan N. Salisbury
Dirsctor Real Estate
USG Corparation
125 8. Franklin St.
Chicago, IL 50606
312-806-5545

Fax: 312-608-387%
Call: 312-381-4219

E-mail: DSalisbury@usg.com

—-Crginal Message—
From: Saiisbury, Dan
Sent: Friday, August 08, 2004 2:10 PM

]

|
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To: Bob Faith (bfaith@commerce state sc.us)
Ce: Hal Stonz (hstone@SCcommerce.com); 'sdenglish@sc.gov'
Subject: Santee Cooper

Dear Secretary Faith;

Thank you for taking the time ocut of your busy schedule to speak with me an
Tuesday, August 3rd. USG strongly feels that our praposal for a new
wallboard plant at Winysh provides the best overall economic development
value to the State of South Cargling, the community of Georgetown, and the
best valus, with lowest risk to Santes Cooper. This project, having an
esttmated cost of $137 million, will provide dirsct employment for 150, 450
direct and indirect, and provide estimated ten year economic impact benefits
of aver 3450 millien. We have provided a faxed copy of the economic impact
analysis for aur plant in Rainier, Oregen for your reference. This value

can be maximized, and the risks mitigatad, only when you agree to partner
with the Industry Leader, who has praven technical supericrity, USG has the
experience (104 years), management credibility, proven track record and
markating position that allows us to make and carry out these commitments,
We do not believe any other wallboard company can maka this claim.

Cue to seme of your guestions regarding USG's intent to sonstruct a

greenfield wallboard plant, | thought it would be helpful to send you a copy

of our first proposal to Santee Cocper which was presenied on June 3rd. USG
nas naver waivered from our initial proposal of building a wallboard plant.
Furthermore, it is aconomically infeasible to ship the synthetic gypsum to

other USG locations. Hepefully this presentation will help to clarfy any
questions that anyone may have regarding USG's intent. We identified the
Winyah site as the praferred site location due to jts better infrastructure,
supply of natural gas, rail, etc. Although it inherently requires a sixty B
mile distance penalty for our customer shiprments, we understnd that it is

the preferred location from the perspective of sconomic development impact
on the community and region. The Cross location, although preferable in
terms of access to the interstate system, will reguire very high capital

cosis (o install the necessary infrastructures (gas pipelines will have to he
installed from aver twenty miles away). These costs (including cost sharing

ay the State and Santse Coaoper) will havs to be considerad in evaluating
competitive proposals.

The gueted price for synthetic gypsum (basad on subsequent negatiations with
Santee Cooper) and capital cost estimates have heen refinad since our
proposal was Inifially presented. The capital cast astimate for building

this faciity is now sstimsated at 3137 millicn.. Negaotiations on synthetic
gypsum price began at $4.00/ton on June 3rd, were raised to 55.00/ton on
July 12th, and 55.90/tcn on July 27th. We remain preparad to mest the
3B6.75/ton grice (cr higherjraguestad by Santee Cocper, and 25 confirmed
during my telephone conversation with Bill McCall on August 2nd.
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The negotiating process with Santee Cooper had no formal written structurs
and was not typical far 2 project of this size. We are accustomed to
negatiating a letter of intent that provides a framework to complate
negotiations and to perform the appropriate due diligenca. This is followed

by & detailed capital appropriation, based on site specific engineering, and

is then submitted to our Board of Directors far approval. This contrasts
sharply with pradicating everything an a dollar per ton basis which

inherently is based on incomplete information. We were operating on the
basis of what we were told would be the procedurs, i.e. we were involved in

a negetiation on price that would culminate in & Letter of Intent with

Santee Cooper, and were told that we would be advised when Santee Cooper
wanted to terminate our discussions and begin price discussions in eamest
with another party. We never received such notice. | was toid by Bill

McCall while making arrangements to meet on July 27th that we would receive
another opportunity to quote after our mesting and that our meeting was not
the final opportunity for USG to raise the price. We wera disappointed that
we never received a phone call providing this oppaortunity.

We loak forward to building on the strong distribution foundation that we
glreagy have in South Carclina through our whally owned L & W Distribution,
who has 14 locations and employ 185 hourly and 75 salaried persocnnel. This
is indicative of the strength that USG has in the market and demonstrates
why USG has the marketing position to deliver on its promisas.

We trust that USG will e given an opportunity to demonstrate our
capabilities as detailed above and lock forward to further discussions with

yau on our proposal,

AL his reguest we are also sending a copy of this e-mail to Scott English of
Governor Sanford's office. We appreciate your assistance in this matter.

Fespeciiully,

Daominic A. Dannessa

Snr. VP Manufacturing

Caonfidentiality Notice: _ _
This messages is intended exclusively for the individual or entity to which
it is =ddressed. This communication may cantain information that is
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proprietary, privileged, confidential or otherwise legally exempt from
disclosure. If you ara not the named addrasses, you are not authorized to
read, print, retain, copy or disseminate this message or any part of it If
you have received this message in error, please notify the sender
immediately either by phone or reply to this e-mail, and deletz all copies
of this message.

cc: <paul.campbell@alcos.com=, <drsanders1@charier.net>, <CXD@nmrs.com=, "Bill
McCall" <BMCCALL@santescooper.com=>, "Elagine Peterson™ <EGPETERS@santescooper.com=,
"John West" <JSWEST@santescooper.com>, "Pam Gaskins™ <PMGASKIN@santeecooper.com>,
"R.M. Singletary™ <RMSINGLE@santescocper.com=>, "Susie Gillians" <SBGILLIA@santeeccoper.com>,
“Graham Edwards™ <TGEDWARD@santescooper.com>, <jcland@sc.rr.com=, <pallen@sc.m.com=,
<guemy@screentight.com>, <kmunson@wcsr.cam=>
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From: Lannie Carter

To: Richard Coen

Date: 8/13/04 3:2820M

Subject: RE: FW: Santee Cooper { Confidential
Richard,

| just talked with RM and 8ill. We believe that we will have everything no Iatter than Monday. It is possible
we may have everything today, Making sure we have all the email has been difficult. Once we have the
information together, | will call sach of you to determine delivery,

We had good conversation yesterday with the Governor's Office and DOC representatives, We agreed
that it is important to the State and Santee Cooper to locate one of these prospects. Santee Cooper's
gypsum is an essentisl =element to locating the prospect. DOC is concemed about the State incentives
necessary to locaie the prospect. At the end of the discussion we zll agreed that we wers on track to get
the bast vaiue and deal for the State. We agreed that we will continue our joint focus.

Before any final conclusions are drawn, | ask that management be given an opportunity to explain what we
have done to this point and why, We are prepared to do this at the August 23rd Board meeting or befors
if needed. [f the Board finds that we need to correct, enhance or change, | assure you we will. We have
no written commitment so we can change if necessary.

We remain focused on getting one of the prospects ta cur State with the best overall deal.
Lonnie

>>> “Righard Coen" <rcoen@coencapital.com> 08/12/04 068:439PM ===
Lennie

When will Guerry and | receive the information we reguestad,

Thank you,

RHC

---—Criginal Message—

From: Richard Coen [mailto:rcoen@coencapital.com] -
Sent: Thursday, August 12, 2004 5:41 PM

Ta: 'Lonnie Carter'

Cc! 'paul campbell@alcoa.com'; 'drsanders 1 @charier naet’;
‘dialdubose@nalleyproperies.com'; 'CXO@nmrs.com’; 'Bill McCall', "Elaine

Peterson'; 'John West';, 'Pam Gaskins'; 'R.M. Singletary’; 'Susig Gillians’;
‘Graham Edwards"; jcland@sc.ir.com’; 'pallen@sc.rr.com’;
'guerrvi@scresntioht. com’; 'KmMunson@wesr.com'

Subject: RE: FW: Santee Cooper / Confidential

Srabam,

| just got a call from Sec. of Commerce Bob Faith,

He said you called and expressed concem that he had not "followed the
appropriate channels” concerning his conversations with me regarding the
gypsum deal,

He said that he s not comfortzble with the regresentations or disclosures
that Santee Cocper made to the prospective bidders and that there was no
formal bid process ar RFP.

This [eaves the board and Santee Cooper wide open to criticism and
contingant fizbilities.

Wha is driving this deal and why has the board been left aut of the
particulars of this very important procass.

Sec. Faith also stated that you had a conference call with the governor's
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From: "Munson, Keith" <KMunson@wcsr.com=>

To: "Lonnie Carter' <LNCARTER@santescooper.com™, <rcoen@coencapital.com=,
<paul campbell@alcoa.com>, <drsandersi@charter.net>, <kgors@firsiseinsurance.com>,
<dialdubose@nalleyprogerties.com=>, <CXD@nmrs.com>, "Bill McCall”
<BMCCALL@santeacocper.com>, "Elaine Peterson” <EGPETERS@santeecooper.com>, "Jahn West”
<JSWEST@santeecooper.com>, "Pam Gaskins" <PMGASKIN@santeecooper.com>, "R.M. Singletary”
<RMSINGLE@santeeccoper.com>, "Susie Gillians” <SBGILLIA@santescooper.com>, "Grapam
Edwards' <TGEDWARD@santzsecooper.cam>, <jcland@sc.rm.com>, <pallen@sc.mr.cam=,
<guerryi@screentight.com=

Date: B/13/04 10:584AM

Subject: Gypsum Plant Issues - Keith Munson Comments (Confidential)

Ple=se see Caonfidentiality Motice before reading email.

T ETAs A SRR T sETTTETT T T T T T T T a AT TE ey

Ladies and Gentlemen: | have review the recent barrage of emails on the Gypsum Plant issues and
would like sveryone to know my reaction to various points. This comments may sesem averly dirsctin
some instances in order to be brief, olease don't tska them as dogmatic - | remain as sasy going 3s ever.

1. | agree with Richard, Dial and Guerry that even if this had been done perfectly, the board should have
been involved. Inthe past, the Santes Cooper staff may have been sociallzed not to bother the board
members and | don't believe thers is intentional avoidance, but | think we have made it abundantly clear
that we want to be involved in these matters and offer our insights and assistance. The staff should
medify their SOPs and pester us with details until we say lo not ¢ much. Thatis, if there is any doubt,
staf should involve the baard. It might maks sense to create a secure ares of the website to keeD things
oosted and allow the board members to review and comment at will. We set up extranats with clients all
the fime and could do this for the board, if that makes sensea,

2. | strongly disagree with the State, DOC or any local government giving anyone incantive tax dollars to
build this plant, That would be taking money from tax payers of South Carclina and giving It rate payers of
Santee Cooper. If they can't make it work at our price without incentives, we need to lower the price. ltis
crazy for the State the help a State Agency prop up its product price when the benefit does not go to the
taxpayers. SC has 3 lot of economic development ta do and only limited incentives - we don't need to be
spending them here - lat our price be the siate and local incentive! [

3. | have very little sympathy for US Gypsum Company. | don't believe that a 33 billion doliar Fortune 500
company could get “gamed"” by Bill McCall (Sorry Bill, your good, but not that goad). If this was notthe
axact process that US Gypsum wanted to engage, they would have said something. | think they had 2
price in mind that if they could get, they would be profitable no matter what the infrastructura cosis wers
(within their axpectation from what they already knew). If the infrastructure costs were lower, then it would
be gravy for USG. In any event, | sense sour grapes from USG's standpoint.

4, Scme history on USG. It went into Bankruptey in 2001 in order to try and avoid mounting asbesios
claim costs. It emerged fram bankruptcy in part Dy shutting down 1 billion sguare fest of high-cast
wallboard plants in N, Ohia, lowa. (the town in Ohio had such a history with this indusiry that it was
actually named Gypsum, Ohic!) US Gypsum also set out to eliminate 500 salzried positions, [f interast
rates creep up (which they will) and the new house market slows, | am concerned that U35 Gypsum would
not camplete, or would close this plant. They have plenty of other nlants that can make wallboard
(including a state of the art plant in Cartersville, GA.)

5. One point in favar of USGE, however, does deserve menticn. It has s wholly owned subsidiary L & W

Distrisution in SC with 185 hourly and 75 salaried personnel. That may suggest some long tam
commitmant to SC. | wander what similar connections American Gypsum has and why this didn't seem

significant toc DOC,
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CONFIDENTIALITY MOTICE: This electranic mail ransmission has been
sent by a lawyer. |t may contain infarmation that is confidential,
privileged, proprietary, or othenwise legally exempt from

disclosure. If you are not the intended recipient, you are hereby
nolified that you are not authorized to read, print, retain, copy

or disseminate this message, any part of it, or any atiachments.

If you have received this message in error, please delsts this
message and any attachmants from your system without reading the
content and notify the sender immediatzly of the inadvertant
transmission. Thare is no intent on the part of the sender tc waive
any privilege, including the attormey-client privilege, that may

attach to this communication. Thank you for your cooperation.

cC: "Scott English (E-mail)" <sdenglish@gov.sc.gov>, "Bob Faith (E-mail 2)"

<bfaith{@sccommerce.com=
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Fram: "Bob Faith" <BFaith@greystar.com=>

To: <kmunson@wcsr.com=>, <LNCARTER@santeecooper.cams>,
<rcoen@eosncapital. com=>, <paul.campbell@alcoa.com=>, <drsandersi@charter.net>,
<kgore@firstseinsurance.com>, <dialdubose@nalleyoroperies.com>=, <CXD@nmrs.com>,
<BMCCALL®@santescooper.com>, <EGPETERS@santescoaper.com™, <JSWEST @santeecooper.coms=,
=PMGASKIN@santescooper.com=>, <RMSINGLE@santeecooper.com=,
<SBGILLIA@santeecooper.com>, <TGEDWARD@santeecooper.com>, <jcland@sc.m.com>,
<pallen@sc.mr.com>, <guerry@screentight,com=

Date: B/13/04 11.20AM
Subject: Re: Gypsum Plant Issues - Keith Munson Comments (Canfidential)
Gents

My only comments are that my guys tell me that DOC falt kept out of the loop on which company was
going to be picked. | think we did err in having incentive discussions with the company but my guys felt a
bit misled that building 2 piant to use the gypsum was a foragone conclusion and that shipping the gypsum
out of state was a viable aliernative. We now believe that is not true

We are now informing the companies that they should not sxpect any state incentives. While it is notour
call, the counties should consider whether it is appropriate for them to do a fe2 in lieu preperty tax
reduction for this plant

One other item to note is we should ziso take into consideration the size and number of employeses each
company is propasing to build be taken into consideration. | am under the impression USG was proposing
to build z fifty percent larger investment and level of employment

| have no opinicn on the bid process. | just received (as did the Governor's office) the complaint from
USG. Cartainly could be sour grapes but it does suggest the selection process should include maors than

price put include all economic impacts

Bab Faith

Sent fram my BlackBerry Wirsless Handheld

—-riginal Message-—-—-

From; Munson, Keith <KMunson@wcsr.com>

To: Loanie Carter <LNCARTER @santescooper.com=; rcoen@coencapital.com
<rcoen@coencapital.com=; paul.campbell@alcoa.com <paul.campiell@alcoa.com>;
drsanders1@charter.net <drsanders1@charter.net>; kgore@firsisainsurance.com
<kgore@firstseinsurance.com>; dialdubcse@nalleyproperties.com <dialdubose@nalleyproperies.com=;
CXD@nmrs.com <CXD@nmrs.com=; Bill McCall <BMCCALL@santescooper.com>; Eiaine Peterson
<EGPETERS@santescooper.com=; John 'West <JSWEST@santeeccoper.com=; Pam (Zaskins
<PMGASKIN@santeecocper.com>; R.M, Singletary <RMSINGLE@santeecooper.com>; Susie Gillians
<S8GILLIA@santeecooper.com=; Graham Edwards <TGEDWARD@santsecooper.com=,
jcland@sc.r.com <jcland@sc rr.com=; pallen@sc.rr.com =pallen@sc.rr.com>, guerry@scraentight.com
<guerryi@scresntight.com=>

CC: Scott English (E-mail} <sdenglish@gov.sc.gov>; Bob Faith (E-mail 2) <bfaith@sccommerce.com=
Sent; Fri Aug 13.08:58:38 2004

Subject: Gypsum Plant Issues - Keith Munson Comments (Confidential)

Blease see Confidentiality Notice befere reading email.

- T

| adies and Gentlemen: | have review the recent barrage of emails on the Gypsum Blant 1'551.:9_5 ar:d_
would fike everyone to know my reacticn to various points. This commenis may sesm gverly direct in
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some instances in order to be brief, please don't take them as dogmatic - | remain as easy going as ever.

1. | agree with Richard, Diai and Guerry that even if this had been done perfectly, the board should have
been invelved, Inthe past, the Santse Cooper staif may have heen socialized not to bother the board
members and | don't believe there is intentional avaidance, but | think we have made it abundantly clear
that we want to be invalved in these matiers and offer our insights and assistance. The siaff should
maodify their SOPs and pestar us with details until we say to not so much. That is, if thera is any doubt,
staff shouid invalve the board. |t might make senses to craats a secure arsa of the websile o Reep hings
posted and allow the board members to review and comment at will. We set up extranets with clients all
the time and could do this for the board, if that makes sense.

2. | strongly disagree with the State, DOC ar any local government giving anyone incentive tax dollars to
build this plant. That would be taking meoney from tax payers of South Carolina and giving it rate payers of
Santse Cocper. If they can't make It work at our price without incentives, wa need to lower the price. Itis
crazy for the State the help 2 State Agency prop up its product price when the benefit does not go to the
taxpayers. SC has a lot of aconamic development to de and only limited incentives - we don't nead to be
spending them here - let our price be the state and local incentive!

-

company could get "gamed" by Bill McCall (Sorry Bill, your good, but not that good). If this was notthe
exact process that US Gypsum wanted to engage, they would have said somesthing. | think they had a
grics in mind that if they could get, they would be profitable no matter what the infrastructura costs were
(within their 2xpectation from what they already knew). If the infrastructure casts ware lower, then it would
be gravy for USG. In any svent, | sense sour grapes from USGE's standpoint.

3. | have very little sympathy for US Gypsum Company. | don't believe thata $3 billion dellar Fortune 500

4, Some history on USG. It went into Bankruptey in 2001 in order to try and avoid mounting asoestos
claim costs. It emerged from bankruptey in part by shutting down 1 billion sguare feet of high-cost
wallboard plants in NY, Ohio, lowa. (the town in Ohio had such a history with this industry that it was
actually named Gypsum, Ohio!) US Gypsum also set out to sliminate 500 salaried positions. I interest
rates creep up (which they will) and the new house markat slows, | am concemned that US Gypsum would
not complets, or would close this plant. They have plenty of other plants that can make wallboard
{including a state of the art plant in Cartersville, GA.)

5. One peint in favor of USG, however, does deserve mention. It has a wholly owned subsidiary L & W
Distribution in SC with 185 hourly and 735 salaried personnel. That may suggest some long term
commitment to SC. | wonder what similar connections American Gypsum has and why this didn't seem

significant to DOC.

TEEEEANEE A

CONFIDENTIALITY NOTICE: This slectronic mail transmission has been
sent oy a lawyer, |t may contain infarmation that is confidential,
orivileged, propristary, or ctherwise legally exempt from

disclesure. If you are not the intended recipient, you are hereby
notified that you are nat authorized to read, print, retain, copy

or disseminate this message, any part of it, or any attachments.

If you have raceived this message in arror, please delete this
message and any attachments from your system without reading the
content and notify the sender immediately of the inadvertent
transmission. There is ne intent on the part of the sender o waive
any orivilege, including the attorney-client privilege, that may

attach to this communication. Thank you for your cooperation.
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cC: <sdenglish@gov.sc.gov>, <bfaith@sccommercs.com=
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| Pam Gaskins - Re: Gypsum Plant Issues - Kaith Munsan Comments {Confidential)

<drzanders1@chansr.net>; kgore@firsiseinsurance.com
<kgore@firstseinsurance.com>; dialdubose@nalleyproperties.com
<dialduboss@nalleypropenies.com>; Clarence Davis

<clarence davis@nelsonmullins.com=;, BMCCALL@santescooper.com
<BMCCALL@santeecooper.com>, EGPETERS@santescooper.com
~EGPETERS@santescooper com=>; JSWEST@santescooper.com
</SWEST@santeecooper.com>; PMGASKIN@santescooper.com
“PMGASKIN@santescooper.com>; RMSINGLE@santsecooper.cam
<RMSINGLE@santeccooper.com>: SEGILLIA@santeecooper.com
<BBGILLIA@santescooper.com>, TGEDWARD@santescooper.com
=TGEDWARD@santeeccoper.com>; jeland@sc.rr.com <jcland@sc.rr.com=>:
pallen@sc.rr.com <pallen@sc.rr.com=>; gquerry@screentight.com
<guerry@screentight.com=

CC. sdenglish@gov.sc.gov <sdenglish@gov.sc.gov=; bigith@sccommerce.com
<bfzith@scecommerce.com=

Sent: Fr Aug 13 11:18:05 2004

Subject: Re: Gypsum Plant Issues - Keith Munson Cormnments (Confidential)

Gants

My only comments are that my guys tell me that DOC felt kept out of the loop
on which company was gaing to be picked. | think we did err in having
incentive discussions with the company but my guys felt 2 hit misled that
bullding & plant to use the gypsum was a faregone conclusion and that
shipping the gypsum out of state was a viable alternative. We now believe
that is not trus

We are now informing the companies that they should not expect any state
incentives. While it is not our call, the counties should cansider whether

it is sporopriate for them to do a fee in lieu propeny t8x reduction for

this plant

One other itam to note is we should also iake into consideration the size
and number of employees sach company is proposing to build be taken into
consideration. | am under the impression USG was proposing to build = fifty
percent larger investment and level of employment

| have no opinion on the bid process. | just received (as did the Gavernor's
gffice) the complaint from USG. Certainly could be sour grapes but it does
suggest the selection process should include maore than price but include all
econamic impacts

Bab Faith

Sent from my BlackBerry Wireless Handheld

——-{nginzl Message-—

From: Munson, Keith <KMunson@wesr.com>

Ta: Lannie Carter <LMNCARTER@santescooper.com>; reoen@coencapitsl.com
<rcoen@coencapital.com=; paul.campbeil@alcoa.com <paul.campbell@alcoz.com=;
drsanders 1 @charter.net =drsanders1@charner.net>, kgore@frsiselnsuranca.com
<kgore@firstseinsurancs.com>, dialdubose@nalleyproperies.com
<dialdubose@nalleyproperties.com>, CXD@nmrs.com <CXD@nmrs.com=; Bill McCall
<BMCCALL@santescocper com>; Elaine Peterson <EGPETERS@santescooper.com>,
John West </SWEST@santeecooper.cam>; Pam Gaskins
<PMGASKIN@santeecooper.com>: R.M. Singletary <RMSINGLE@santescooper.com=;




| Pam Gaskins - Re: Gyosum Plant Issues - Kaith Munson Comments (Confidential) F‘age‘:‘t_

Susie Gillians <SBGILLIA@santescooper.com=; Graham Edwards
<TGEDWARD@santeecoopar.com>; jcland@sc.rr.com <jcland@sc.r.com>:
paiizn@sc.rr.com <pallen@sc.rr.com=; gusrry@scresntight.com
<guerry@screentight.cam=

CC: Scoft English (E-mall) <sdenglish@gov.sc.gov>: Bob Faith (E-mail 2)
<bfaith@sccommerce.coms

Sent Fri Aug 13 08:58:35 2004

Subject: Gypsum Plant Issues - Keith Munson Comments (Confidential)

Please see Confidentiality Notice befors reading email.

EEETEEEEE TR T R

Ladies and Gentlemen: | have review the recent barrage of emalls on the
Gypsum Plant issues and would like everyone fo know my reaction to various
points. This comments may seem overly direct in some instances in arder to
be bref, please don't take them as dogmatic - | remain as easy geing as
BVET.

1. | agrze with Richard, Dial and Guerry that even | this had been done
perecily, the beard should have been invelved. In the past, the Santee
Cocper staff may have been socialized not to bother tha beard members and |
don't believe thers is intenticnal avoidance, outl think we have made it
aoundantly ciear that we want to be involved in these matters and offer our
insights and assistance. The staff should modify their SOPs and pester us
with details until we say to not so much. That s, if there is any doubt,

staif should involve the board, It might make sense to craate a secure area
of the websits to keep things posted and allow the beard members to review
and comment at will. We set up extranats with clienis all the time and

couid do this for the board, if that makes sense.

2. | strongly disagree with the State, DOC or any local government giving
anyone incentive tax dollars to build this plant. That would be taking

maney from {ax payers of South Carclina and giving it rate payers of Santss
Cocper. If they can't make it wark at our price without incentives, we need
to lower the price. |t is crazy for the State the help a State Agency prap

up its product price when the benefit does not go to the taxpayers. SC has
a lot of ecanomic development to do and only limitad incentives - we don't
need to be spending them here - let our price be the stats and local
incentive!

3. | have very little sympathy for US Gypsum Company, | don't believe that

2 33 billien dollar Fortune 00 company could get "gamed" by Bill McCall

(Serry Bill, your good, but not that goed). If this was not the 2xact

process that Us Gypsum wanted to engage, they would have said something, |
think they had a price in mind that if they could get, they would be

oroiitable no matter what the infrastructurs costs were (within their

expectation from what they already knew). If the infrastructure costs were
lower, then it would be gravy for USGE. In any event, | sense sour grapes

from USG's standpaint.

4. Some history on USG. It went into Bankruptey in 2001 in order o try

and avoid mounting asbestos claim costs. |t emerged from bankruptey in part
gy shutting down 1 illion sguare feet of high-cost wallboard plants in NY,
Ohiz, lowa. (the town in Ohio had such = history with this industry that it

was actually named Gvpsum, Ohic!) US Gypsum also sat out to eliminate 500
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salaned posifions, |finterest rates cresp up (which they will) and the

naw house market slows, | am concerned that US Gypsum would not complete, or
would close this plant. They hava plenty of other plants that can make

wallboard (including a state of the art plant in Cariersville, GA.)

5. One point in favor of USG, however, does deserve mention. |t has 3

whally owned subsidiary L & W Distribution in SC with 185 hourly and 75

salaried personnel. That may suggest some long term commitment to 5C. |
wonder what similar connections American Gypsum has and why this didn't seem
significant ta DOC.

i L s s L et ter )

CONFIDENTIALITY NOTICE: This electronic mail transmission has been
sent by a lawyer. It may contain information that is confidential,
privileged, proprietary, or atherwise legally exempt from

disclosurs, If you are not the intended recipient, you ars hersby
notified that you are not authorized to read, print, retain, copy

or disseminate this message; any part of it, or any attachments.

If you have received this message in arror, pizase delete this
message and any attachmenis from your system without reading the
cantent and notify the sender immediataly of the inadvartent
transmission. Thera is no intant on the part of the sender to waive
any privilege, including the attornay-client privilege, that may

attach 1o this communication. Thank you for your cooperation.

Confidentizlity Notice

This message is intended exclusively for the individual or entity to which it is addressed, This
communication may cantsin information that is praprietary, privileged, confidential or otherwise legally
exempt from disclosure. If you ars not the named addressee, you are not autharized to read, print, retain,
cogy or disseminate this message or any part of it. If you have recaived this message in 2rror, pleass
notify tha sender immadiately either by phone (800-237-2000) or reply to this e-mazil and delate all copies
of this message.

"

cc: "sdenglish@gav.sc.gov" <sdenglish@gov.sc.govs, "hfaith@sccammerce.com
<bfaith@scocommerce.com=
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From: <TGrahamEdwards@anl.cam>

To: <rcoen@coencapital com>, <LNCARTER @santeecooper.com>
Date: B/14/04 10:41AM

Subject: Rea: FW: Santee Cooper/ Confidential

Mambers of the Board:

it appears the petential gyp plant has atiracted a great deal of interest

over the past week. Sa you will know, | had the same briefings on this issue
fram April to July as the rest of the Beard. | was notinvolved in any way with
this project.

I was called last Friday (August 8) by Scott English of the Governor's Office
concerning this project, as was reporiad to you in Lonnig's e-mail earlier

this week. Scott indicated he had received a call from = company complaining
about Santee Cocper's actions in their potential location of a plant. Naot being
invaived, | immediately handed the phone to Bill and Lonnie who were with me
at the time.

Earlier this week, | received another call from Scott's assistant reguesting

further discussion. Management arranged for a cenference call and | was asked
o participats. This occurred Thursday afternoon (August 12). Lonnie and

8ill explainad the situation to the group from Commerce and Scott'and all seemed
to be satisfied. Lonnie reperted this information to you by 2-mail.

Immediately afier the phone call and discussion, | asked Bill and Lonnie not
te procesd any further with any letter of intent until the Beard had an
cpportunity to hear full details on this issue at the August 23rd meating.

| look forward to further discussing this issue at our next meeting. If you
hiave any questions ar would like to discuss prier to the mesting, pleass feal
free to call me.

Ta those in the arez, good luck with the storm! =

Fegards,
Granam

cC: <paul.camocbell@alcoa.com=, <drsanders1@charier.net>,
<dialdubcse@nalleyproperties.com=, <CXDE@nmrs.com>, <EMCCALL@santescooper.com=,
<EGPETERS@santeecogpeér.cam>, <JSWEST@santeecooper.com=,
<PMGASKIN@santescooper.com>, <RMSINGLE@sanieecocoper.com=,
<SBGILLIA@santescooper.com=, <icland@sc.rr.com=>, <pallen@sc.mm.com=, <guermy@scresntight.com=,

=Kkmunsan@wesr.com>
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_clarence. davis@nelsonmullins.com=
_apital.com™ <rcoen@coencapital.com=,
cam™ <LNCARTER@santescooper.com=
JrEaAM
_snte2 Cooper [ Confidential

+ Information is available, we need to se= a detailed
sxdown of the competing economic impact variables, which
_.ng others, capital investment, wages, number of employees, types
yeas, anticipated power consumption, projected tax revenue,
sucture neads, stc. Itis likely that we need a 3d party to assist
eating a framewaork far 2 negotiated process, if a true bid process in
_«tot feasible, which is doubtiul to me because of all the variables that need
.~ to be considered as slluded to above. A third party could provide us an
analysis of these faciors and a recommendation for board consideration,
working in conjunction with DOC or even the Budget & Control Board
econamists, too, though, if they so desire to assist us. To negotiate just
on price iz likely oo simple 2 process, based on a2l other variaoles o be
cansiderad, We have our Sizis rescurces, but someane like Hartley Powell 35
a resource could greatly assist us. | have warked firsthand with Hartley
befors in rebuilding JEDA years ago and he does know what he is deing.
Negotiating power is one thing, but to negotiate the entry of an entire
incustry into the State is another "ball game". No offense, but | have
serious gusstions about cur ability or expertise to do this ar maks this
decision alone. We nesd to maximize cur bargaining power, not just for
Santee Cooper, but for the State as a whole, paricularly those within our
service sress. Since we have the bargaining power, we need to use it and
nead the help of specialists to insure we do this praperly and as fairly as
possiole. There will be 2 winnar and there will be a loser, but we want all
to say they were treated fairly and if asked by the press or whomever, we
need to be able to point out specifics, not vagaries in demonsirating to the
public that it was =zo.
Clarence Davis

—-Original Message-——

From. Richard Coen <rcoeni@cosncapital.com=

To: 'Lonnie Carter’ <LNCARTER @=santeecooper.cam=

CC: paul.campbell@alcoa.com <paul.campbell@alcoa.com>,

grsanders1@charter. net <drsanders1@charter.net>;

dizidubcse@nalieyproperties. com <dialdubese@nazlleyproperties.com=; Clarence

Davis <clarence. davis@nelsanmullins.com=; "Bill MeCall
<BMCCALL®santescooger. com>; 'Elaine Peterson' <EGPETERS@santescooper.com=;
‘Jonn West <JSWEST@santeeccoper.com>, 'Pam Gaskins’
<PMGASKIN@santeecooper com=; 'R.M. Singletary' <RMSINGLE@santeeccoper.com=,
'Susie Gilllans' <SBGILLIA@santescooper.com=; 'Graham Sdwards'
<TGEDWARD@santesccoper.com>, icland@sc.rr.com <jcland@sc.rr.com>;

pailen@sc. . com <pallen@sc. r.com=; guemy@screentignt.cam
<guerry@screentight. com>; kmunscn@wesr.com <kmunsen@wesr.com>

Sent: Sun Aug 15 10:11:25 2004

Subject RE. FW- Santee Cooper / Confidential

Lonnis,
| undarsiand that you want to present the gypsum transaction to the full

board and that 1s what shouid nappen. o
However, the director's that requested the information on the bids still
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|

o (3ETHINS - Re: 5anie coooer | Cnnﬂdenual

i

e Cooper ! 00——— Py

want that'lnformat'mn and 2 ragponss from rr*.anagemem tg review prior to e
mesting.

Pizase include a copY of the property sales information. apprﬂlsaﬁs and
advertising

Many questions were acked?

Plaase have managemem respond 10 the questions with spacific answers 85 2
part of this transmlttaL

\We must have this no 1@tel than Tuesday.

| hava reuues:ed that the hoard of directorns he gwen the Dppurtuni.tg i}

near from 2 rea| 2stal® advisory firm and an =conamic r.iewe'iopment advisor
| want the noard 1o consider engaging the semvices of expers that pravide
ihese senvices i review e ganiee CO0RE property portfalio, aconomic
davatnﬂment imitigtives Lespec':alb,r with the status of the great progress we
are making with Central) 2nd our bid and pmcurement process. internal
reparns and the inability of the poard 12 Fully understand the opportunities

have szusad the r:arnmuni-:atinﬁs preakdown thatwe ars gusfering from-
At this peint, | do net pelieve 1S anyones faull.
You are geting ihe emails nacause you ars the prasident and CEO.

Having fun yet?

nianagement nesds 1© concentrate an public pOWET.
These 272 noard zsuas and We nesd 2 cnm;:-etent fnird pary raview TOf ait of
our penefit

| would like tg request N2t we amend the agenda 1 allow for presentaﬁnna
srgm Broad Street AQVISOTS and Hartiey powell afier he board discussion 20
e stalus of the property and gypsum™ sgle. They will need apﬂrcximatew
minuies aach uniess thers 27€ 2 \ot questions.

oleass invite sac. Faith andior nis stafi o attend the appropnate portians

of the meeting. N© gne hasa prefarenc.e tor @ gypsu™ Duyer.

We all want ine pest deal for Saniss Coopel and the <tate with NG incentives -
tnat would anly drive down the yalue of e gypsum at taxpayer axpense.

hese are e most pressing rerns | &M sware of 197 our board's

:::m-amarati.nn go please make tNem atop priority- ifwe decide @ engage any
consultants, We can ther decide what hid procass 15 appmpnate.
alsg, iF any other boart membpers ef managemant nave s recummendation, lat's

consider = suggestions and et going.

| know the noard 1S aupremaﬂue of all you and the amplayess nayve done to
iy and restore pOWET in the service greas that had outages.

Thank you.

RHC

_—Qriginal Messages

Fram: Sichard Coeh [rr'.a'nlm:.'r;uen@nnencapntal.-;am‘]
Sant Thursday, august 43, 2004 550 PM

Tg 'Lonnie are

cet ‘_naull.campbaﬁ\@alﬂua.ccm'; 'dr-aander-sﬂ @chamar.net‘:




Santee
Cooper.

INTER-OFFICE COMMUNICATION

Date: Septemper 2, 2004
To: Board of Directors

From: Fﬂf\x’ Lonnie N. Carter, President and Chief Executive Officer
&

Subject: Economic Development Matters

This will confirm cur understandings from the August 23, 2004 mesting regarding how
management is to procesd with the gypsum economic development effort. We

understand the following:

1. Management is authorized to sign a letter of intent with Company A.

2. Once Company A has committed to come to a specific plant location,
management will bring back to the Board for input and review a proposed lease
agreement for the property involved, and any other proposed contract

documents.

3. Management will negotiate a net margin of not less than the current margin of
75¢.

4. Management will investigate the use of rail vs. trucks for both sites.

Upon recommendation by management, the Board will establish a policy pursuant to
which the Board will be informed on economic development projects as negotiations

progress.

LNC:mitw




ﬁPSantee
Cooper

INTER-OFFICE COMMUNICATION

DATE: August 16, 2004

TO: Board of Diractors ag/(/(,
FROM: Mr. Lannie M. Carter, President and Chief ExscutivelOfficer

SUBJECT: Economic Development Prospect Information

“CONFIDENTIAL™

As requested by members of the Board, enclosed are 2 summary of Santee Coopers
discussion with potantial wallbcard plant prospects and a complete cooy of what we have in our
files.

| offer the following in an effort to clarify where management is in its discussion with these
prospects. No letter of intent has been sxecuted by either party. We have verbally told one
prospect their price is acceptable and agreed to work on a lefter of intent or term sheet. The
prospect sent a proposed term shest.  Santes Cooper made revisions and is waiting to hear
from them on our revisions. We are not pressing for them. A copy of both term sheets is in the
package,

We did tell the other prospact that their last best price was not acceptable and we ars pursuing
a letter of intent with another party. We made clear to them that if the other party fails to follow
" through we would like to come back and continue our negotiations. Fur these reasons we need
to try and keep a good relationship with them.

Even with the letter of intant (if we are authorized to proceed by the Board) there are a number
of other issues that must be worked out, many by others, before the prospect becomes reality.

The successful location of ane of these prospects requires coardination among the Depariment
of Commerca (DQC), the counties, cooperatives and possibly others.

Management remains focused on trying to work with DOC to locate one of these prospects, We
will make a full repart to the Board in as much detail as desired at the upcaming Beard meeting.

We loak forward te receiving your guidance.
LMNC:pmg
Enclosure

Copy: Bill McCall, Jr.
John 3. West
Elaine G. Petersan
R. M. Singletary, I



spSantee
Cooper

INTER-OFFICE COMMUNICATION

DATE: August 18, 2004

TO: Mr. Lonnie M Carigr, Prgsident and Chief Executive Officer
FROM: Mr. R. M. Singfétary, Seniof Vice Prasident, Corporate Services

SUBJECT: Wallboard Facility

Enclosed are all of the records pertaining to Santee Cooper's recent negotiations for gypsum
sales with two wallboard manufacturers. This package includes any information from our
internal team and corraspondence from the wallboard manufacturers, as well as any state or
county agency informatian which we received.

There is a six page document that gives background information and a chronological account of
Santee Cooper's actions conceming this project. The other documents attached are in
chronological order and include any correspondence, presentations, or documenied phone
canversations relevant to this project.

These negotiations are ongeing and all information must be kept confidential.

RMS:pmg

Enclosure



Gypsum History

Gypsum = Calcium Sulfate = CaSO4. Created when a chemical reaction occurs within
the scrubber modules where gaseous sulfur dioxide, SOZ, is drawn across the liquid-gas
mterface and reacts with hydrated calcium carbonate (limestone slurry) to form CaSQ4.
This material is used in cement manufacture as a set retarder, has agricultural uses as soil
conditioner (commonly referred to as *land plaster”), and is also used in the manufacturs
of wallboard.

Santee Cooper first began producing synthetic gypsum in 1999, when Cross Unit 27s
serubber modules were converted from natural oxidation, where now >90% of calcium
sulfite is converted to calcium sulfate. Since the conversion of Cross Unit 2 to forc=d
oxidation, Santee Cooper, through the Environmental Management Deparmment, has sold
100,000 to 125,000 tons/vear (total sales) orf gypsum to all 3 esment manufacturars in the
Harleyville area (Holeim, Giant, and LaFarge). This ovpsum sells for $5.63 / ton wet at
18% moisture, or $6.64 / ton dry basis and the price is adjusted annually based on
econommic indices. Also, agricultural interests have purchased over 25,000 tons in 2004
for the same price as cement.

During the time Santes Cooper has manufactured gypsum, wallboard manufacturers have
contacted Santee Cooper’s Combustion Products Administrator inquiring about the
gypsum status. The wallboard market in the US has recently consolidated itself into the
following major companies in order of market share (2002 data):

US Gypsum (29%) :
Natcnal Gypsum (22%)

Georgia Pacific (14%)

BPEB Celotex (12%

Eagle Materials (American Gypsum) (3%)
LaFarge (7%)

Temple Inland (3%)

Pabco (3%)

Owver the past 3 years, Santes Cooper has typically heard off and on from US Gypsum,
Naronal, Celotex and LaFarge. These companies contacted Santee Cooper, for the most
part, because they operated the closest manufacturing facilities to Santee Cooper’s Cross
and Winyah Stations and were generally looking for backup supplies for their existing
Plants. It was Santes Cooper's experience that until recently, these companies wanted
Santee Cooper 1o pay them to take the gypsum, or at a minimum, remove the gypsum
from the Santee Cooper property free of charge. From our viewpoint, this did not look to
serve Santee Cooper based on the price cement was paying and the possibility of selling
the material to agriculture for the same price. Santee Cooper had also received intersst
from an entrepreneur, Sante Fe Resources, who wanted to build 2 small plant (200-300k
tons per year) at Cross or Winyah Station (most plants are 500k tons per year or larger),
In early 2003, Santee Cocoper was making plans to convert Winyah Units 3 and 4 to



forced oxidation for operational reasons and would produce 200,000 tons per vear of
gypsum. In artempt to leverage these informal discussions and find a market for the
Winyah gypsum, in April, 2003, Santee Cooper sent a request for bids to Lafarge, USG,
BPB Celotex, Sante Fe Resources, and National for 200,000 tons per year at Winyah
Starion. All bids were unacceptable, and only Sante Fs had expressed interest in
constructing a wallboard plant, and Sante Fe did not appear to be fnancially viable. The
other wallboard companies that submitted bids planned on hauling the gypsum out of
state. Santes Cooper rejected all bids.

Also, Santee Cooper's Economic Development Department held conversations with US
Gypsum at various times from November 2002 through December 2003 regarding
building a natural gypsum wallboard plant (importing rock from outside the Us)
(correspondence artached).

Things changed in February 2004 when Santee Cooper announced the permitting of
Cross Units 3 and 4. Since that time, the Administrator of Combustion Products has been
contacted by all wallboard manufacturers with the exception of Pabco.

The current project began in March 2004 when an unknown wallboard manufacturer
wanted to make a presentation 0 Santee Cooper regarding purchasing gypsum for a
potental plant. This meeting was set up by Santee Cooper’s Economic Development
Department at the request of a consultant, Robert Katz. In advance of the mesting, SC
Commerce exchanged emails with Santee Cooper, Robert Katz and copied Berkeley
County and the Regional Alliance (emails attached).

The meeting occurred in Greenville SC since Economic Development personnel were
already there on business. Officials from Berkeley County, the Tri-County Alliance, SC
Pipeline and Santee Cooper were in attendance.. ;

At the meeting, we leamed that the manufacturer in question was American Gypsum, a
subsidiary of Eagle Materials (formerly Centex Materials). David House, President and
CEO of American Gypsum along with William Boor, Senior VP at Eagle Materials
presented their company plans to build a facility somewhere in the SE US, The plant
wouid have a capacity of 300,000 - 600,000 tons per year of gypsum. This company
typically does not operate in the Eastern US, but was locking to expand market shars. It
was the assumption of American/Eagle at that time that the Cross Plant could supply the
600,000 tons /yr required and that the Cress Plant would be a good location for a new
manufacturing facility (close to [-95). Santes Cooper informed them that since we had
commutted Cross Units | and 2 gypsum to cement through 2011, we would not be able w0
supply that quanmty fom Cross, but it would have to be supplemented with gypsum from
Winyah Staton. 'We pointed out to American / Eagle the relative location of both
facilities (Cross and Winyah Stations) burt focused on Berkelev County. Santes Cooper
supplied American / Eagle with a overhead photo of a potential sits at the Wilson Dam
(which American rejected as too far from Cross Station) and a map showing the
relationship in miles berween Cross and Winyah. It was apparent at the mesting that
American / Eagle had done quite a bit of market research showing a wallboard deficit in



future vears. We left this meeung with several assignments including: water supply data
for Cross and a gypsum pricing proposal and location of sites within 2-3 miles of sach
facilitv.

Within weeks of this meeting, Economic Development and Environmental Management
b.ad identified 1 site at each Winyah and Cross that fit American / Eagle's criteria. The

ame Berkeley County site was also identified by Berksley County Economic
Development_ Both sites are on Santes Cooper property.

The following sequence of events has occurred since the March 31, 2004 mesting with
Amencan/ Eagle:

Late April - At the request of Santee Cooper’s Economic Development, Environmental
Services conducts a preliminary wetlands assessment of both the potential sites (wetlands
maps attached given to both companies at later meetings in July 2004).

April 30, 2004 - Dan Salisbury contacted Santes Cooper Economie Development and
based dn that conversation faxed a standard site requirement document (attached).

May 10, 2004 - Robert Katz and an associate met with Bill McCall, Maxie Chaplin, Jay
Hudson, Tommy Edens and Santee Cooper Economic Development regarding the
American / Eagle proposal. Both the Winyah and Berkeley County sites were offered as
potential sites. Santee Cooper specified that we did not prefer one or the other. Also,
Santes Cooper presented 2 gypsum price proposal to Katz at this time. The pricing was
based on Santes Cooper being responsible for transporting the requested quantity of
gypsum (o the plant location from either Cross or Winyah. Pricing varied based on
moisture content and the price sheet give to Katz is attached, Karz also requested water
quality / hydraulic conductivity data from the Cross Site. A quantity of gypsum available
by year spreadsheet was also given to Katz at that time (attached). This sheet included
the gypsum production through 2008 which indicated gypsum available stockpiled and
produced in future years. Once build-out of all serubbers is complete, the following
quanuties would be available for a wallboard facilicy:

Winyah 1-24 - 400,000 tons/yr
Cross 3 - 130,000 tons/yr
Cross 4 - 130,000 tons/yr

Karz was also supplied with overhead photos of one potential site at both Cross and
Winyah,

May 13, 2004 - Environmental Management provided Robert Katz with well pump test
data and analyses from the Concrete Cross Baich Plant (near the proposed Cross Site).

Darta attached,

May 15, 2004 - US Gypsum requested a meeting with Santes Cooper. This was
scheduled for June 3, 2004,



May 27, 2004 - American / Eagle provided Santes Cooper with a draft LOI to locate 2
wallboard plant near sither WGS or CGS and secure stated volumes of synthetic gypsum
raw material fom SC (attached). The offersd price was 34.50 / ton at 3% moisture and
included constructing a 300,000 - 600,000 ton/yr gypsum wallboard plant. This
document was forwarded to Santee Cooper Legal for review.

June 3, 2004 - Representatives of US Gypsum (Dom Danessa, Cheryl Strempka, John
Gaynor and Dan Salisbury meet with Santes Cooper management and propose to build a
wallboard facility at Winyah Station (their presentation is artached). US Gypsum offersd
S#/ton at 10% moisturs. US Gypsum also requested that Santes Cooper sign a letter of
exclusivity to deal only with US Gypsum for a period of 180 days. US Gypsum also was
interested in using steam in part of their pracess. We left this mesting 1o research the
steamn 1ssue and gypsum pricing. The same quantity data presented to Robert Katz on
May 10, 2004 was also give to USG at this time as well as overhead photos of both Cross
and Winyan and 2 map of lower South Carolina showing the relationship betwesn Cross
and Winvah (supplied to American/ Eagle on March 31, 2004).

June 11, 2004 - John Gaynor of US Gypsum forwarded to Santee Cooper a letter of
exclusivity (attached). This was forwarded to Santee Cooper legal for review. Per later
conversations with Legal, it was not possible to sign this document as long as we were
negonating with others (which was menfioned to all parties).

July 1, 2004 - Meeting held at Winyah Station with Bruce Petersen and John Gaynor of
US Gypsum, Leif Svensen, Bill Toombs, George Haygood, Mike Brown, Sam Harrslson
Tommy Edens, Bill McCall, Al Saunders & Don Watts of Santee Cooper (agenda
attached). The purpose was to discuss location, sieam, and gypsum price. We presented
John Gayner with the same gypsum pricing sheet that was presented to Katz (American /
Eagle) on May 10, 2004), John indicated that he was disappointed with the pricing. Mr.
MecCall asked what USG could offer above the 54.00 proposal. John responded “maybe
55.00." A tour of plant and site was conducted. Gaynor is also informed we will not sign
the letter of exclusivity until a suitable gypsum price is reached.

July 8, 2004 - Email from Jay Hudson to John Gaynor of US Gypsum indicating that we
were working hard on the steam supply issue, but may need more tme. In a same day
reply, Gaynor indicates “We need to focus on these issues [gypsum price and commercial
terms] and leave the steam and energy issue for a later date.”” A meeting is also
scheduled at Moncks Comer on July 12 with a trip to the Winyah Site on July 13. Email

attached.

July 12, 2004 - Conducted an AM conference call with David House, CEO American
Gypsum, William Boor, St. VP, Eagle materials, Robert Katz and Santes "Cooper
management regarding Gypsum Pricing, as we had not heard back from Katz. Santes
Cooper indicated that we needed $6.50/ton at 10% moisture for the material (this is based
on the price of gypsum to cement plus the cost of washing and drying). At that time,
American / Eagle agresed to that price. A face to face meeting with American / Eagle was

1=



scheduled for July 22, 2004. At that time, we worked up a comparable price for US
Gypsum based on cement. Since US Gvpsum required more marerial (700,000 tons /yr)
Santee Cooper would be required to transport 100,000 - 200,000 more tons per year from

either station. Thus, the equivalent price for US Gypsum was $6.73/ton.

2 pm - Santee Cooper met with Dan Salisbury and John Gaynor of US Gypsum. US
Gypsum informed Santee Cooper that they would not negotiate price until Santee si gned
a letter of exclusivity. We were not willing to do that, and we indicated to USG we were
talking with other gvpsum users. We instructed US Gypsum that we need $6.75/ton for
the gypsum to be on par with cement prices. USG's reaction was neganve. US Gypsum
then offered 36.75/ton at Cross and $3.75/ton at Winyah, with the facility to be at
Winyah. This equates to $4.93/ton when transportation is factored in. Salisbury
demanded to speak with upper managemesnt to discuss USG's offer. A conference ¢

was arranged for the next moming with Bill McCall and Jay Hudson.

July 13, 2004 - a conference call between Jay Hudson, Bill McCall and Dan Salisbury
and John Gaynor. Mr. McCall indicated we were not excited about the 33/ton price, as
there Wers risks Santes must take on this project that involved additional costs and that
we would like to have 56.75 for that reason. At that time a meeting was arranged for July
23, 2004 with USG management for the final price discussion. We instructed USG that
Santee Cooper management would consider the $5/ton price. This July 23, 2004 meeting
was later rescheduled to July 27, 2004,

July 14-18, 2004 - Dom Dannessa spoke with Bill McCall via phone several times.

July 232, 2004 - Met with Robert Katz, William Boor and Kerry Gannaway of American /
Eagle and Santee Cooper management. Commerce and John Scarborough of Berkeley
County Economic Development also artended the first portion of theé meeting to discuss
incentives. Commerce and Berkeley County left the meeting and American / Eagle
reaffirmed their price of $6.50/ton at 10% moisture. Santes Cooper made it clear to
American / Eagle that we did not have a preference on either site. A site visit with
Commerce and Berkeley County was then conducted. Afier completing that, 2 lunch
meeting was held at Winyah Generating station with Al Burns of Georgstown County. A

site tour was conducted.

Dan Salisbury contacted Jay Hudson latz in the afternoon of July 22, 2004 restating their
position of 33/ton and their desire to sign an exclusive agreement. A record of the
conversation 1s attached.

July 27, 2004 - Santes Cooper met with US Gypsum reps Dom Dannessa, John Gaynor
and Dan Salisbury. Dom began by informing Santes Cooper that he had presented this
project possibility to the USG board. Salisbury then mentioned we need to search for
common value of the gypsum / project. USG's value is a consistent source of raw
material and a reliable supplier. Salisbury mentioned their last price was 35/ton and there
were other benefits to Santes beyvond the gypsum price (spin-off benefits, landfill
avoidance, economic tc.). Santse Cooper's response to Salisbury was that Santes did




not intend to hold them up, and if we believed Santee would not execute a project with
USG, we would tell them as soon as possible so that USG could procesd in a timely
manner. Santes Cooper also mentioned that we were accslerating gypsum producing
projects in order to meet their schedule and this involved additional cost on Santee
Cooper’s part. Santes Cooper again reiterated the requirement of a price of $6.75/ton. At
that point Salisbury said USG and Santee Cooper could come to some agreement on price
(the two companies were $1.75 apart) At this point, Santee Cooper personnel left the
room telling USG to come up with their best price. Approximately 20-30 mins later, the
meeting reconvened. And Salisbury mentioned that price that they had derived
“stretched their financials to the limit” and that Dom's abilities to get this approved
would be “tested” at this price. Salisbury then wanted a commitmenst that the price about
to given would be recommended to Santee Cooper’s Chairman and CEQ, McCall's
answer was that we will let USG know Santes Cooper’s response on Friday, 7/30/04.
Received a final price of §5.90 /ton with a minimum supply of 770,000 tons/year wet
gypsum and conditional on energy offsets,

July 29, 2004 - Santee Cooper’'s Administrator of Combustion Products receives a cail
inquiring about gypsum from a representative of Temple Inland, a wallboard
manufacturer with no asarby plants (it is assumed that they want to construct a facility).

August 3, 2004 - revised LOI emailed to American / Eagle (attached along with email
COVEr).

August 6, 2004 - received an unsolicited proposal from LaFarge to purchase gypsum at
Cross Station for $3.75/ton FOB plant.

Augusr [ 1, 2004 -Phone conversation between American / Eagle’s William Boor and Jay
Hudson. Bill indicares that they have their lawyer working on revisions to the LOl and it
will be back to Santee Cooper as quickly as possible, perhaps as early as 8/13/2004.




Parrr Gaskins - RE. Econamic Development Prospect * Confidential *

Page |

From: Lennie Cartar

To: Campbell, Paul G; carl.falk@falk-griffinfoundation.org; CXD@nmrs.cam,
dialdubose@nalleyproperties.com, drsanders1@charter.net, guerry@screentight.com;
jcland@sc.rm.com; kmunson@wesr.com, pallen@sc.rr.com; rcoen@coencapital.com
Date: 3/14/05 5:32FM

Subject: RE: Ecenomic Development Prospect * Confidential *

Faul,

| had not thought about the 54 million budgeted for this mainly because we are working with the Coops io
decide how best ta direct our scanomic development efforts. We have not discussed this project with the
Caoops but would expect them to support it Because we are planning to offer assistance using our
employees and equipment cn Santee Cooper property and the amount, | believe that we could possibly
handle it from our current capital budgst. We have about 5200,000 budgeted this ysar for economic
development projects. However, if the Board wants to designate the money to come from the 34 million, |
am ak with it

W will discuss this with the Board on Friday and look for your direction.

Thanks
Lonnie

=>> "Campbell, Paul G" <Paul. Campbeli@alcoa.com= 03/11/05 0B:41PM >=>>

| assume this comes from the 54.3 million we had set aside for Economic Dev so the money is there. This
is what wa intended for these dallars to cover. it will also show the General Assembly we are not just willy
nilly giving money to the state and we are not dictating how the appropriations process works. Paul

——Qriginal Message—

From: auermyilscreentioht.com [mailto:quervi@screentight.com]

Sent Friday, March 11, 2005 7:20 PM

To: Lonnie Carter paul.campbeli@alcoa.com; drsandersi@charter.net; reoen@coencapital.com;
carl falk®falk-arffinfoundation.cra’ dialdubose@nallevoroperies.com; CXD@nmrs.com;
icland@sc.rr.com; pallen@sc.rr.com; kmunson@Ewesr.com

Ce: itmol@attglobal net Bill McCall; Elaine Patarson; James Brogdon; Pam Gaskins; R.M. Singletary;
Susie Gillians

Subject: Re: Economic Development Prospect * Confidential

> Everyone, | am traveling but can be reached by cell phone.
Please call or email any concemns that you may have. Bob Faith
has made it clear that the project is 3 high priority and that he
welcomas any help that we can offer. Lat me know what you think.
Guerry 843 240 0100

> From: "Lonnie Carter' <LNCARTER{@santeeconner.com=

> Date: 2005/03/11 Fri PM 04:20:40 CST

> To: <paul.campbell@alcoa.com>, <drsanders1@chariar.net>,

= <focogen@coencapital. com>,

<carl. fsik@falk-ariffinfoundation.org>,
<diaidubose@nallevoraperties. com>, <CXD@nmrs.com=,
<icland@®sc.rr.com=, <pallen@@sc.r.cam=,

= <guerry@scraentight com=>, <kmunsan@wesr com>
> CC: <jimpl@attglobal.net>, "Bill McCall” <
BMCCALL@santeecooper com=,

"Elaine Peterson" <EGPETERS@santeecaoooer.com=,
*James Brogdon" <Jebrogdo@santeecoouer.com=,
"Pam Gaskins” <PMGASKIN{@santescocper.com™,
"R.M. Singletary" <RMSINGLE@santeecooner com=,

LU A T
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Pam Gaskins - RE: Economic Development Praspect * Confidential © " Page:

> "Susie Gillians" <SBGILLIA@santeecooper.com>

> Subject; Economic Development Prospect * Confidential =

>

-

> Gentleman:

>

> Guemry wanted me to forward the attached note he received from
Bob

> Faith, Secretary of Dept. of Commerce.

-

> After talking with Tim Dangerfield, Chief of Staff at DOC, they ara
> supporting Santee Cooper providing in kind or other incentives
o

> American Gypsum. This would be in lieu of the "Job
Developmeant Cradits”

> that DOC is unable to offer. This is consistent with Secretary
Faith's

> note. The Job Development Credits from DOC would have bean
about

> $800,000.

-

> After discussing again with Guerry, | have authorized Bill McCall
to

> offar in kind assist ta American, not to exceed the $60C,000 in
costio

> Santes Coaoper to bring the deal to closure. The site requires the
> relocation of the entrance road to Winyah Station, moving a

> transmission line and some site fill. \We are in the final siages of
> negotiations and Bill may need this to get some concessions in
our

> agreament with American.

=

> We will make clear that whatever we offer is being done in lieu of
the

> State offering Job Development Credits.

3 L

> We will be giving the Board a full update on the project next
wesk at

= pur mesting. In the meantime if you have any questions or
cancams,

> please let me know.

=

> Thanks

> Lonnie

=

-

= Confidentiality Motice:

> This message is intended exclusively for the individual or entity
to which it is addressed. This communication may contain
information that is proprietary, privileged, confidential or otherwise
legally exempt from disclosure. If you are nat the named
addressea, you are not authorized to read, print, retain, copy or
disseminate this message or any part of it. If you have received this
message in error, please notify the sender immediately either by
phane or reply to this e-mail, and delete all copies of this message.
=2
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] o4 Brogdon, James; Gaskins, Pam; Gillians, Susie; jtmol@attglobal.net; McCall, Bill;
Peterson, Elaing; Singlatary, R.M.




‘Pam Gaskins - Re: Gypsum Plant Issues - Keith Munsen Comments (Confidential)

Susie Gillians <SBGILLIA@santeecccpar.com>; Graham Edwards
<TGEDWARD@santescooper.com>; jcland@sc.rr.com <jcland@sc.r.com>;
pallen@sc.rr.com <pallen@sc.m.com=; guermy@screentight.com
<guerry{@scresntight.com=>

CC: Scott English (E-mail) <sdenglish@gov.sc.gov>; Bab Faith (E-mail 2)
<bfaith@sccommerce.com=

Sent Fri Aug 13 09:58:35 2004

Subject: Gypsum Plant ssues - Keith Munsen Comments (Confidential)

Pleass see Confidentiality Notice before reading email.

A AN EE T RS W E AR T EEEEE

Ladies and Gentlemen: | have review the recent barrage of emails on the
Gypsum Plant issues and would like everyone to know my reaction to various
points. This comments may seem overly direct in some instances in order to
be brief, please don't take them as dogmatic - | remain as easy going as
ever.

1. | agree with Richard, Dial and Guerry that even if this had been done
perfectly, the beard should have been invoived. |n the past, the Santee
Cooper staff may have been socialized not to bother the board members and |
don't belisve there is intentional avoidance, but | think we have made it
abundantly clear that we want tc be involved in these matters and offer our
insights and assistance. The staff should modify their SOPs and pester us
with details until we say to not so much. That is, if thers is any doubt,

staff should invalve the board. [t might make sense to create a secure ares
of the website to keep things posted and allow the board members to review
and comment at will. We set up extranets with clients all the time and

could do this for the board, if that makes sense.

2, | strongly disagree with the State, DOC or any local government giving
anyone incentive tax dollars to build this plant. That would be taking

money from tax payers of South Carolina and giving it rate payers of Santee
Cooper. If they can't make it work at our price without incentives, we need
to lower the price, It is crazy for the State the help a State Agency prop

up its preduct price when the benefit does not go to the taxpayers. SC has
a lot of economic development to do and enly limited incentives - we don't
need to be spending them herzs - let our price be the state and local
incentivel

3. | have very litle sympathy for US Gypsum Company. | don't believe that

2 %3 nillion dollar Fortune 500 company could get "gamed" by Bill McCall

(Sorry Bill, your goed, but not that goed). If this was not the exact

process that US Gypsum wanted to engage, thay would have said something. |
think they had a price in mind that if they could get, they would be

profitable no matter what the infrastructure costs were (within their

sxpectation from what they already knew). If the infrastructure costs were
lower, then it would be gravy for USG. In any event, | sense sour grapes

from USG's standpoint.

4, Some history on USG. It went into Bankruptcy in 2001 in order to try

and avoid mounting asbestos claim costs. It emerged from bankruptcy in part
by shutting down 1 billion square feet of high-cost wallboard plants in NY,
Chio, lowa. (the town in Chio had such a history with this industry that it

was actually named Gypsum, Ohio!) US Gypsum also set out to eliminate 500

Lidid



' Pam Gaskins - Re: Gypsum Plant Issues - Keith Munson Comments (Confidential)

salaried positions. If interest rates creep up (which they will) and the

new house market slows, | am concerned that US Gypsum would not complete, or
would close this plant. They hava plenty of other plants that can make

wallboard (including a state of the art plant in Cartersville, GA.)

5. One point in favor of USG, however, does deserve mention. lthas a

whally owned subsidiary L & W Distribution in SC with 185 hourly and 75

salaried personnel. That may suggest some long term commitment to SC. |
wonder what similar connections American Gypsum has and why this didn't seem
significant to DOC.

A T

COMFIDENTIALITY NOTICE: This electronic mail transmission has been
sent by a lawyer. It may contain information that is confidential,
privileged, proprietary, or otherwise legally exempt from

disclosure. If you are not the intended recipient, you are hereby
notified that you are not authorized to read, print, retain, copy

or disseminate this message, any part of it, or any attachments.

If you have received this message in error, please delete this
message and any attachments from your system without reading the
content and notify the sender immediately of the inadvertent
transmission. There is no intent on the part of the sender to waive
any privilege, including the attorney-client privilege, that may

attach to this communication. Thank you for your cooperation.

Confidentiality Motice

This message is intended exclusively for the individual or entity to which it is addressed. This
communication may contain information that is proprietary, privileged, confidential or otherwise legally
exempt from disclosure. If you are not the named addressee, you are not authorized to read, print, retain,
copy ar disseminate this message or any part of it. If you have received this message in error, pleasa
notify the sender immediately sither by phane (B00-237-2000) or reply to this e-mail and delete all copies
of this message.

ce; "sdenglish@gov.sc.gov™ <sdenglish@gov.sc:gov>, "bfaith@sccommerce.com™
<bfaith@sccommerce.com=

Lk
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April 4, 2005

American Gypsum Co. Locates to Georgetown
County

Governor Highlights Economic Development Efforts
of State

GEORGETOWNRMN, 5.C. - Governor Mark Sanford and
officials with Santee Cooper and Georgetown County
announced teday a major economic development
initiative with Texas-based American Gypsum Co. to
build a new $125 million gypsum wallboard plant in
Georgetown County,

The announcement was made during a ceremony at
Santee Cooper's Winyah Generating Station, located
just south of Georgetown. The high-speed,
enviranmentally friendly gypsum waliboard plant will
be built adjacent to the generating station.

A subsidiary of Eagle Materials Inc. (NYSE: EXP and
EXP.B), American Gypsum's facility will create
approximately 100 direct jobs and up to 200 indirect
jobs. Groundbreaking will begin in about six months
with the facility becoming operational by 2007. The
non-salaried positions will be between $45,000 and
450,000 annually, and the salaried positions will be
between $80,000 and $85,000 annually. The
wallboard plant plans to produce approximately 750
million square feet of wallboard annually.

"This is a great example of our state playing to its
strengths when it comes to economic development,
in this case with American Gypsum forming a
mutually beneficial partnership with Santse Cooper,”
Gov. Sanford said. "The jobs resulting from this
announcement are graat news for Georgetown
County, and we believe that with reforms like income
tax relief, we can stimulate further jobs and
investment growth here and across South Carolina.”
The environmental aspects of this arrangement are

Search




significant. American Gypsum has enterad into a
long-term supply agreement with Santee Cooper to
supply the new plant with synthetic gypsum, Santee
Cooper's coal-fired power plants at Cross and
Winyah will generate a synthetic gypsum byproduct
as the result of using scrubbing technology to reduce
sulfur dioxide emissions. By utilizing Santee Cooper's
synthetic gypsum and excess steam in its gypsum
wallboard production, the partners are converting
waste that would otherwise be landfilled into a
valuable building product,

The manufacturer will use between 550,000 to
660,000 tons of gypsum each year and 120,000 |bs,
of steam each hour, This excess steam will be put to
work drying wallboard in the plant, Additionally, the
gypsum paper that American Gypsum uses is made
from 100 percent recycled paper fiber creating a
finished product from essentially 100 percent
recycled materials.

"Santee Cooper is fulfilling its mission of improving
the quality of life for South Carolinians and also of
protecting our environment through today’s
announcement,” saild Santee Cocper President and
Chief Executive Officer Lonnie Carter. "It is through
economic developrment efforts such as this that we
add value to the state."

Steve Rowley, president and chief executive officer
of Eagle Materials, said, "The new wallboard plant
expands American Gypsum's geagraphical footprint
to the East. We're thrilled to be doing business in a
growing state like South Caralina. This facility will
allow us to better serve customers nationally with a
much improved nationwide distribution network.”
"We are very pleased that American Gypsum has
made the decision to locate their facility in
Georgetown County,” said Sel Hemingway, chairman
of Georgetown County Council. "We want to welcome
American Gypsum to our community with open
arms. This anncuncement is another positive sign
that things are beginning to happen herein
Georgetown County. All of our efforts and hard work
is beginning to pay dividends."

"We are fortunate to have American Gypsum to
decide to move their company to Gegrgetown, The
Georgetown Economic Development Commission
welcomes this company and is very excited that they
will be investing $125 million and creating 100 new
jobs in our county," said Jim Jerow, chairman of the
Georgetown County Economic Development
Commissian.

"This facility will help provide jobs, eliminate a waste
stream, and create a significant tax base for the
county and schools,” said Allen Burns, Georgetown
County Economic Development director. "American
Gypsum has been a pleasura to work with and we



look forward to helping them make this
announcement a reality.”

Santee Electric Cooperative, based in Kingstree,
S.C., will serve the electric load to the new facility.
American Gypsum, a subsidiary of Eagle Materiais
Inc., is headquartered in Dallas, Texas. They are the
nation's 5th largest producer of gypsum wallboard
used in rasidential and commercial construction.
Santee Cooper is South Carolina's state-owned
electric and water utility and serves 143,000
residential and commercial customers in Berkelay,
Georgetown and Horry counties. The utility also
generates the power distributed by the state's 20
electric cooperatives to more than 640,000
customers in all 46 counties. All total, more than 1.9
million South Carolinians receive their power directly
or indirectly from Santee Cooper.

Media: Images from American Gypsum, Winyah
Station, rendering and logos can be accessed at
www.santeecocper.com/press
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